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INDONESIA’S ECONOMY IN_ 1956/57 
By Dr. Sjafruddin Prawiranegara 
(Governor, Bank Indonesia, Djakarta) 
Whereas for the year 1955-56 I was able to Rp million 1954 1955 1956 
record favourable external factors, ie. the upward Imports 6650 6247 9389 


price trend of Indonesian export produce, through- 
out last year the situation was different. Export 
markets, on which the economic development of In- 
donesia is so dependent, showed a downward ten- 
dency in the year under review. It is true that 
within the last months of 1956 there was a slight 
improvement because of stockpiling and/or specu- 
lative buying in connection with the Suez crisis, 
but when the conflict of arms ended, the interrupted 
fall was resumed. For instance, the average price 
level of rubber, a product of vital importance to 
Indonesia, fell from 1955/1956 to 1956/1957 by no 
less than 25%. 

The consequences of this unfavourable external 
development, together with internal causes, to which 
reference will be made later on, naturally enough 
did not fail to materialize. Export proceeds, after 
having increased from 1954 to 1955 by over Rp 1.2 
billion, dropped by Rp 400 million. By itself this 
does not seem too serious. Imports were however 
drastically restricted in the years 1954 and 1955 
in view of the then prevailing foreign exchange posi- 
tion. When export proceeds showed a rise in the 
course of 1955, it was understandable that imports 
were increased. Because local prices as regards 
production were on a high level, and due to a drastic 
revision in the import system and by making avai- 
lable more foreign exchange, imports began to rise, 
with the result that in the last months of 1955 sub- 
stantial price falls could be noticed in various sec- 
tors. It was not before 1956, however, that the full 
impact of the liberalization of imports became ap- 
parent, as the following figures illustrate: 


In spite of my repeated warnings Government 
expenditure increased considerably while on the 
other hand no adequate rise of Government receipts 
occurred, with the result that the deficit for 1956 
was larger than in 1955. Because of this, and also 
in view of the inflationary effect in the private credit 
sector, imports assumed a larger size than was con- 
sidered desirable and permissible in connection with 
the foreign exchange position. Total imports were 
also increased by substantially higher imports of 
rice (about Rp 1 billion). Thus, as a result of the 
liberalization measures, and the subsequent enor- 
mous inflationary tendencies expressing themselves 
in an insatiable import hunger, imports went more 
or less out of control, as the import figures men- 
tioned above reveal. 


This course of events, with 1956-export proceeds 
falling and imports increasing considerably, could 
only lead to a deterioration in the balance of trade. 
In 1955 foreign trade resulted in an appreciable 
surplus of nearly Rp 3.8 billion, whereas in 1956 
the surplus was no more than Rp 218 million, a de- 
cline of over Rp 3.5 billion. The positive balance 
on current account amounted to Rp 1,184 million 
in 1955; in 1956 this balance changed into a deficit 
of Rp 1, 788 million. Eventually, there was a loss 

of foreign exchange in 1956 of Rp 1,112 million, 
against a foreign exchange profit of Rp 1,015 mil- 
lion in 1955. Foreign exchange reserves totalled 
Rp 2,678 million per end-1955, Rp 1,566 miltion 
per end-1956, dwindling further to Rp 1,296 million 
per end-March 1957. 
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Naturally, the Government did not watch this 
course of events during the year under review with 
complacency. In order to stimulate falling exports, 
exporters were allowed as from August 1956 to re- 
tain a percentage of foreign exchange proceeds 
(varying for each product) which could be sold at 
free rates to foreign exchange users, particularly 
to importers of luxury and super-luxury goods, and 
also to some other groups. From these export in- 
ducements called B.P.E. (export promotion certifi- 
cates) such products as oil, tin and sugar were 
excluded. Apart from this increase in the cost of 
certain imports, importers were still obliged to pay 
the so-called T.P.I. levies for certain categories of 
goods. Furthermore, the monetary authorities gave 
directions to the banks gradually to restrict import 
credits. 

The intention of the Government was clear: on 
the one hand to keep exports going and, if possible, 
improve them; on the other hand, to restrict im- 
ports by increasing costs by indirect means. 

Prior to this, an appeal had been made to the 
International Monetary Fund in order to strengthen 
the foreign exchange position. The I.M.F. agreed 
to a purchase by Indonesia of an amount of U.S.$55 
million against rupiahs. Furthermore, the Govern- 
ment succeeded in arriving at an arrangement with 
the Government of the United States of America on 
the purchase of so-called S.A.C. goods (surplus 
agricultural commodities), including foodstuffs such 
as rice and wheatflour, badly needed in- Indonesia, 
and cotton and tobacco. These purchases not only 
saved the Government foreign exchange to the 
amount of $37 million in 1956 (the remaining $60 
million, out of agreed total purchases of $97 mil- 
lion, to be spent in 1957), but also contributed sub- 
stantially to the normal supply of these essential 
goods, resulting, favourably, in a stable internal 
price level at the same time. Without the assistance 
of I.M.F. and §.A.C. purchases the foreign exchange 
position would have been even worse. 

The disappointing export markets in 1956, after 
the rising trend in 1955, led to an unfavourable 
trade balance and balance of payments, and to a 
weakening of the monetary reserves of the country. 

The fiscal position of the Government was 
strengthened as a result of larger imports yielding 
indirect tax receipts (such as T.P.I.) and through 
the system of pre-payments. At the same time, 
obviously, import duties yielded more. T.P.1. re- 
ceipts alone rose from about Rp 1.8 billion to nearly 
Rp 5 billion, representing increased receipts of about 
Rp 3 billion. The provisional results of Govern- 
ment revenue are as follows: 


Rp million 
Net revenue 


1955 1956 
10,307 15,733 


With this improved revenue position, it is re- 
grettable that expenditure was not kept under con- 


trol. The relative provisional results are: 
Rp million 1955 1956 
Net expenditure 12,397 18,031 
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Net expenditure rose by no less than Rp 5.6 
billion, so that the increase of receipts was com- 
pletely nullified. Whereas the 1955-budget resulted 
in a deficit of Rp 2,090 million, in 1956 the deficit 
amounted to Rp 2,298 million notwithstanding the 
improvement of the fiscal position of the Govern- 
ment (the estimated deficit for 1956 was Rp 1,807 
million). 

A deficit on the budget always endangers the 
monetary position. Actually, the money supply in 
1956 expanded again, to wit, from Rp 12,234 million 
in 1955 to Rp 13,393.5 million, an increase of Rp 
1,159.5 million. 


On balance the Government was responsible for 
an expansion of the money supply to the amount 
of Rp 2,267.4 million. In addition, the private sec- 
tor contributed Rp 988.7 million to the inflationary 
creation of money. Money supply would have in- 
creased by Rp 3,256.1 million as a result of the in- 
flationary factors emanating from the public and 
private sectors, were it not that the foreign sector 
had a deflationary effect to an amount of Rp 1,815.0 
million, which, together with some other deflationary 
factors to an aggregate of Rp 281.6 million, even- 
tually brought the monetary expansion to the above 
mentioned figure of Rp 1,159.5 million. 


In the last quarter of the year covered by this 
report—i.e. the first three months of 1957—the 
Government was the main source of inflationary 
impulses. Because of the large cash deficits the 
public sector contributed to an increase of the 
money supply in said period by as much as Rp 995.7 
million, or 44% of the change during the whole year 
1956. The private sector brought about an infla- 
tionary effect of Rp 20.4 million, whereas the foreign 
sector and various other factors were deflationary 
to the amount of Rp 614.1 million and Rp 409.4 
million respectively. Consequently money supply 
at the end of March 1957 remained practically un- 
changed as compared with December 1956, amount- 
ing to Rp 138,386.1 million against Rp 13,393.5 mil- 
lion per end-1956. 


It is obvious that the country is in a critical 
financial-monetary situation. The time is coming 
when the foreign exchange position will be unable 
to neutralize large scale money creation by the 
Government. Unless all available forces are mar- 
shalled to erect a dam against the inflationary tide, 
now emanating from the public sector, the full im- 
pact of the inflationary situation will make itself 
felt. Up to now, the internal price level has re- 
mained rather stable. Its defence may be called 
successful. With the liberalization of imports in 
1955 local prices fell, which was an important factor 
for economic development. It is evident that the 
high level of imports in 1956—too high a level in 
view of the foreign exchange position (1955: Rp 
6,247.0 million; 1956, Rp 9,389.0 million)—benefited 
the consumer, for in some sectors the large influx 
of goods forced many merchants to sell their stocks 
at below cost price. On balance money supply in- 
creased from 1955 to 1956 by Rp 1.159.5 million. On 
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the other hand, imports were higher by Rp 3,142.0 
million. As mentioned above, in the first three 
months of 1957 money supply did not change to any 
extent. On the other hand, imports continued. 


The available price index numbers indicate a 
certain stability. Textiles, constituting an impor- 
tant category of goods, remained available in abun- 
dance, partly owing to S.A.C.-purchases (white cam- 
brics were quoted at Rp 407 per piece in December 
1955, while the average quotation in 1956 was about 
Rp 344 per piece). Rice and other foodstuffs were 
available in reasonable measure. The terms of 
trade for the rural areas were favourable because 
the fall in rice and maize prices were compensated 
by cheaper textiles and salted fish. 


Amidst its many difficulties, the Government 
can point to one bright spot, viz. the rather stable 
prices which have been maintained up till the pre- 
sent. In this connection it can be stated that to 
some extent the conversion of foreign exchange into 
import goods, is now benefiting the country. 

Although the origin of the present difficulties 
must be sought in the short term fluctuations of 
export markets, which influenced the trade balance 
and balance of payments adversely, it must be 
stated that the situation took a turn for the worse 
through a series of events in the political field. The 
Suez conflict threatened to disturb the economy of 
Western Europe, while the events in Hungary and 
Poland had the same effect on the economy of both 
countries and even of Eastern Europe. Indonesia 
is a country with an interest in a high level of acti- 
vity in industrial countries, because they are the 
markets for its produce, and because they are the 
suppliers of necessary import goods. True, Indo- 
nesia profited for a short period by rising prices 
of raw materials, but a continuation of the conflict 
would necessarily have meant that the terms of 
trade would turn against Indonesia, sc that possible 
profits on exports would prove fictitious. Fortun- 
ately, however, the Suez crisis was of relatively short 
duration, and, as for Eastern Europe, trade with 
that area is not yet of sufficient volume to bear 
serious repercussions. 


Since the end of 1956, Indonesia has been con- 
fronted with political difficulties of a most disturb- 
ing character which ultimately placed the country 
in a State of War and Siege. I refer here to the 
tensions between the Central Government and the 
regions outside Djawa. Naturally, political pro- 
blems such as these are outside the scope of this 
report. Nevertheless, attention must be drawn to 
the fact that they have an impact on the economy 
of the country and a powerful bearing on the exist- 
ing downward trend of eccnomic life. They may 
even lead to irreparable losses for the country if 
they are not solved soon. 

Firstly, the difficulties between the Central 
Government and the regions outside Djawa resulted 
in larger expenditure which could and can be 
financed only by way of borrowing from Bank Indo- 
nesia. Apart from this fact there is another: name- 
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ly the decline in export proceeds, part of which do 
not go to the Central Government, and, I fear, are 
paid-in only partially to the regional authorities. 
The difficulties, caused by lower export proceeds 
because of lower world market prices, are thus 
gravely aggravated. Significant in this respect is 
the fact that export applications are receding 
sharply. 


Similar difficulties are met in regard to Govern- 
ment expenditure. The increase of expenditure at 
the beginning of 1957 alone would have confronted 
the present Government with tremendous problems. 
The receipts on which this expenditure was based, 
in particular indirect taxes and _ T.P.I.-levies, 
dwindled heavily. Instead of a decrease of expen- 
diture there was on the contrary an increase, brought 
about by the prevailing tensions between the Cen- 
tral Government and the regional authorities out- 
side Djawa. The Government was thereby forced 
to borrow increasingly from the Central Bank. En- 
larged money supply from that cause, together with 
diminishing foreign exchange receipts, resulted in 
a constant fall of the gold-cover percentage, which 
per end-1955 amounted to 29.1%, per end-March 
1956 to 26.8% to dwindle further per end-December 
1956 to 21.9% and per end-March 1957 to 17.6%. 


It is evident that under these circumstances, 
there can be no question of a systematic, continuous 
development of the country. Even assuming that 
external factors improve, i.e. a rise in world market 
prices of Indonesian export commodities, this im- 
provement cannot result in higher foreign exchange 
receipts and larger Government revenue; in other 
words, neither external nor internal monetary stabi- 
lity can be achieved. lt stands to reason that con- 
tinuous efforts must be made to improve export 
markets. This is a problem upon which I have 
commented time and time again, and is one which 
can be tackled only by international co-operation, 


More than ever it is obvious that as long as 
political instability reigns in Indonesia, no economic 
policy directed towards the development of the 
country will and can be feasible; neither can those 
authorities concerned plan a  financial-monetary 
policy in relation to this development. So far poli- 
tical stability has been greatly lacking. Recent 
events are merely a culmination of what has been 
present for a very long time. Firstly, there has 
been the frequent change of Cabinets, resulting in 
programmes once adopted being revised time and 
again. Secondly, a relatively short term of office 
of each Cabinet has precluded a steady, firm line of 
policy during its tenure of office. This difficulty 
could have been cvercome had the various welfare 
ministries established between themselves and also 
in conjunction with other political and social minis- 
tries, a more permanent basis of co-operation and 
ec-ordination. The frequent changes in the number 
of ministries and services, as well as in personnel, 
have made such inter-departmental co-operation un- 
workable in practice, even on a technical level, ex- 
cept in a-few minor cases, 
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In my opinion the political instability men- 
tioned above has culminated during the year under 
review in the dramatic appearance of the conflicts 
between the Central Government and the regional 
authorities. Moreover, the confusion and mutual 
distrust were accentuated by the interference in this 
matter by the military authorities. Their justifica- 
tion for this was the failure of politicians striving 
for their own or party interests, rather than for the 
interests of the State. 

The basic cause of lack of mutual understand- 
ing between the Central Government and the re- 
gional authorities, in my opinion, lies in the fact 
that the Central Government has paid too little at- 
tention to the desires and needs of the regions out- 
side Djakarta, especially the regions outside Djawa. 
This neglect in its turn resulted from the fact that 
the political parties dominating Parliament, were 
too pre-occupied with feuds between themselves and 
the division of offices. Thus Parliament fell short 
of its duty, and by implication, the Government also, 
because it simply gave itself too little opportunity 
to consider the whole territory of Indonesia, with 
its manifold interests, needs, wants and desires. 


Ultimately, the President deemed it his duty to 
help the country out of the existing impasse by 
forming himself a so-called “Extra parliamentarian 
emergency Cabinet”. Without going into the legal 
and political merits of his action, I:gladly express 
the hope that his initiative has brought the country 
to the beginning of lasting political stability, simul- 
taneously preserving the fundamentals of a demo- 
cratic political system. It is up to the Central 
Government to do everything within its power with- 
out delay to meet the reasonable desires of those 
regions which have felt themselves so neglected. 


* * * * 


Indonesia is a rich country. In the main, how- 
ever, its wealth has not been developed. This wealth 
is located largely in the regions outside Djawa. The 
necessary reclamation of these regions is an econo- 
mic task, the importance of which stretches far be- 
yond changes of Cabinets. If this task is firmly 
undertaken it will bring about, in a short time, a 
relaxation of the tense political situation and re- 
sult also in economic relief; in the longer term, it 
will provide the solution to the problem of how to 
increase prosperity. 


(1) The regions concerned seeing the long de- 
layed activity of the Government, will be convinced 
that, at last, their proper desires are being taken 
seriously. This recognition will in turn contribute 
to the restoration of political peace. 


(2) The export basis of Indonesia will be 
broadened with new mines coming into operation 
(e.g. iron, nickle, copper, bauxite), oil-fields coming 
into production, wood-cutting taken in hand, neglect- 
ed rejuvenation of estate, as well as smallholders 
agricultural produce, being receiving attention. 


(3) By earning more export proceeds the iin- 
dustrialization process will accelerate, resulting in 
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a saving of foreign exchange and, moreover, in better 
insulating the country against short term fluctua- 
tions of export markets. 


(4) Rice production essential for the country 
and important for the price structure, can be ex- 
panded substantially in regions outside Djawa, 
bringing about savings in foreign exchange as well 
as greater stability of prices. 


(5) It is self-evident that by intensifying eco- 
nomic activity Government receipts will increase, 
with favourable consequences for the budget and, 
therefore, for monetary stability. 


In other countries the poorer regions are used 
to feeling themselves “the indigents” of the Central 
Government. In Indonesia it is exactly the oppo- 
site: here the rich regions feel themselves neglected. 
In other countries the solution, economically, is more 
difficult. In the case of Indonesia, the solution lies 
in the neglected regions themselves, with their im- 
measurable resources; in other words, in theory the 
solution is simpler because in a sense it is not 
obscure. 


Let the present political tension between centre 
and periphery result once and for all in the com- 
mencement of systematic, energetic and continuous 
approach to the economic development of the re- 
gions outside Djawa! Their development is the key 
to the advancement of prosperity for Indonesia, in- 
cluding Djawa; at the same time conditions for the 
restoration of political stability will be improved. 


It is obvious that while seeking to repair mutual 
understanding between the Central Government and 
the regional authorities, the latter—with all the 
autonomy to which they are entitled—nevertheless 
have to realise that is neither logical nor economi- 
cally legitimate, to divide arithmetically budget re- 
venue and foreign exchange receipts between them 
and the Central Government. Indonesia not only 
strives for political unity—we all particularly at 
this time wish to stress this point—, but also strives 
for economic unity; in other words, there is inter- 
dependency between the component parts. For in- 
stance the development of the regions outside Djawa 
will be largely dependent upon a labour force, skill- 
ed and unskilled, hailing mainly from Djawa. Fur- 
thermore, Djawa is an important market. As an 
example, a fertilizer plant in Sumatra will have to 
sell a considerable part of its output to Djawa. 


There is more. There are all kinds of factors 
which influence a fair division of budget and foreign 
exchange spending: (1) The Government has cer- 
tain central functions to perform requiring large 
sums of money, such as defence, justice, foreign 
affairs, communications etc.; (2) There are minus- 
regions, poorly endowed by nature, which must be 
subsidized. When these factors are taken into ac- 
count, doubtless a speedy restoration of mutual 
understanding between the Central Government and 
the outer regions will ensue. In many respects In- 
donesia has been directed introversively, i.e. oh party 


(Continued on Page 608) 
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CHINA’S SUPREME CONTRADICTIONS 


“The bourgeoisie, and especially its intellectuals, now 
constitute the main force that can challenge the proletariat. 
Politically, they still have status, capital and influence, and 
the proletariat needs their knowledge. But unless they 
firmly undertake Socialist remoulding, clashes between them 
and the proletariat would be inevitable.” These significant 
sentences appeared in the 12,000 word report on rectifica- 
tion presented to a plenary session of the Central Committee 
of the CCP on September 23, which lasted three weeks. 
The report was not released until nearly a month later. It 
was presented by the Secretary-General, Mr. Teng Hsiao- 
ping, one of the most able of the younger men who have 
forced their way to the front in China’s almost unchanging 
Communist leadership. As Secretary-General he naturally 
has to work in the closest association with Chairman Mao, 
and the lengthy report is too much like previous treatises 
from the Communist chief to permit of any mistake as to 
its real author. 


To the charge that the Party had shown the utmost de- 
ceitfulness in its relations with the collaborating groups and 
parties by egging them on to blossom and contend only to 
chop their heads off, at least metaphorically, as soon as they 
had convicted themselves out of their own mouths or pens, 
the reply of the official report was that the policies of the 
Communist Party towards the bourgeois elements and the 
intellectuals were consistent. The premise of all these 
policies is socialism. The Communists had always firmly 
maintained the view that the bourgeois elements and the 
bourgeois intellectuals must be thoroughly remoulded and 
gradually integrated into the working class. The report 
repeats, with quite extraordinary cynicism, the exhortation 
to all to keep on contending and telling the Party just what 
they think and feel, while the bodies of the slain contenders 
clutter up the battlefield and the upraised battleaxe of the 
Communist dictatorship is only too visibly poised. Yet the 
Report repeats the guileful phrases of the early rectification 
invitation. “It is essential to use methods as gentle as 
rain and mild as a breeze. ...  Functionaries must re- 
spect fully the democratic rights of the people; must give 
serious consideration to reasonable and even opposing views 
and whole-heartedly accept criticism. ... We definitely 
will not allow anyone to make use of the anti-rightist strug- 
gle to obstruct the expression of opinions by the people, 
or to settle controversial issues among the people by coercive 
and high-handed methods. ... We must ensure an out- 
come which will be favourable to the policy of letting a 
hundred schools of thought contend and a hundred flowers 
blossom, and favourable for the cultivation of an atmos- 
phere in which people will not hesitate to speak up and 
not an atmosphere which creates the contrary’’—such as a 
well of silence. 


And yet there remains the determination to wage an 
all-out war against all people who differ from them, and to 
eliminate all non-Communists—a policy which makes a 
mockery of the slogan of co-existence. All have to become 
socialists, all have to obey the Party leadership on an assump- 
tion of omniscience no conscientious and independent per- 
sonality can ever concede to them, and all have to conspire 
with the professional Party people in maintaining the extra- 
ordinary range of humbug which the Party, its doctrines 
and its policies personify. For the work they are doing or 
forcing the country to do there can be nothing but praise. 
For the methods with which they are trying to force the 
whole intellectual, scientific and artistic resources of the 


country into a single mould there can be nothing but op- 
position, open as last May or concealed, as now. The 
supreme contradiction, which never figures in the pheno- 
menally comprehensive lists nakedly detailed by the Party 
panjandrums, is that the intellectuals are thinking of their 
morai and intellectual integrity and the freedom of mind 
and body—of themselves as individuals rather than of their 
group classification. The Communists are thinking of this 
not at all except to extinguish it wherever it shows itself. 
All they are thinking of is how to industrialise the country 
and to achieve purely material aims. Both are necessary 
to China, and both are practicable. They are presented 
in admirable combination in the free West. It is true that 
it does seem a lot harder in countries that are turning from 
seclusionism to intensive development. The Nationalists 
used to say: If we can’t do it, you shall not anyway.”’ The 
Communists claim that they alone can do it; but it is un- 
wise to mention Japan in that association of ideas, or even 
India. It became fairly clear some years ago that the people 
were tired of useless nationalist polemics and wanted some- 
thing to show in concrete for their strivings. Now it has 
become clear that the very same people also want the 
freedoms and the things of the spirit and firmly believe 
they can exist in common. They are being denied this and 
they will continue to be denied it until some other convul- 
sion happens—perhaps after industrialisation has been com- 
pleted or agricultural co-operativization has proved a calami- 
tous failure. 


Everywhere in Communist lands the phenomena are the 
same now, though in the Soviet Union there is not quite such 
a divorce between the freedom-seeking intellectuals and the 
regime. They after all had the most brutal despotism of all, 
equal only to the darkest ages of civilised man; and they 
may well be grateful for small mercies for a while, until 
their international preoccupations are resolved. It is these 
that more than all else now govern the evolution internally 
as for Stalin’s lifetime it was the despotism which governed 
the Soviet responses, and determined everything. The 
supreme contradiction is that the Communists care nothing 
for the things of the spirit. They are materialistic through 
and through. The last parable they would or could ever 
recite is that “man cannot live by bread alone,” and not 
because very often, while prating of raised standards of 
living, they offer not bread but a stone—or at best a ration- 
ed and reduced loaf. 


And this supreme contradiction has also led to the ex- 
posure of other contradictions not between the people them- 
selves or between the people and the Government, the rulers 
and the ruled, but between the Party leaders themselves. 
Rectification campaigns may be all very well in little places 
like Tsunyi or Yenan, where they are confined largely to 
the faithful. They are a different proposition altogether 
when they embrace all the brains and intellect of the nation 
and the skills and professions of great cities like Shanghai, 
Peking, Tientsin and Wuhan. This apparently Chairman 
Mao hardly realised. Some others certainly did—and among 
them assuredly was the Premier, who realised that his 
bureaucracy would have to bear the brunt of the wrath 
and criticism of the expert classes. It was also unlikely 
that the immediate colleagues of the Chairman, such as 
Liu Shao-chi and his friend Peng Chen, were wildly en- 
thusiastic about the invitation of the inferior classes to 
get up on their feet and kick them. They all went along 
with Mao Tse-tung, because they could hardly do anything 
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else. But they grew more and more restive as the volume 
of criticism @rew and almost every articulate body, from the 
school pupils or university students to faculty members, and 


all the skills of the nation, put itself on record. 


Then came the sharp and complete change. The Party 
put all its powers into the field in a torrential downpour 
of counter-criticism. Did Chairman Mao change his own 
mind because of the virulence of the criticism, which utterly 
ignored his six limited criteria? Did he have to admit that 
the policy he had initiated was a failure—that China, like 
Hungary, might slip out of the Party’s control if the critics 
were allowed to go on? Or was he over-ruled in the 
Party’s inner councils so that he gave way to the advocates 
of repression and rigid orthodoxy? His speech in February 
was beyond question, a considered reaction by Mao Tse- 
tung to the convulsions within the European Communist 
world. He argued then that the contradictions among the 
people in China—unlike those in Hungary—were non- 
antagonistic and quite distinct from the antagonism of the 
contradictions between China and _ her capitalist enemies. 
It is pretty clear, from the repetition of some of the more 
“endearing” phrases in the report presented by Teng Hsiao- 
ping to the Central Committee, that Mao Tse-tung is not 
ready to admit he was wrong. And indeed the claim of 
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consistency is sound enough viewed in the light of the six 
criteria. If the critics had observed those as they were 
suposed to do there would have been no storm—and per- 
haps no contending. 


Now it is ridiculous to talk of blossoming and contend- 
ing. Nobody but the most abject fool would now open his 
mouth and the wise and prudent will be happy to fawn and 
praise, and to convert themselves into a chorus of sub- 
ordination of self and sycophantie reiteration of all the 
well-worn cliches. But it makes for no progress, it re- 
presents no truth, and it provides no real comfort or solace 
to the ruling party. The critics in the various «democratic 
parties, said the official report, had opposed the Party’s 
policies and challenged its leadership in certain basic or- 
ganisations, particularly in higher education, the Press and 
publishing houses. Now more than three months’ struggle 
had resulted in a “decisive victory in the struggles in the 
democratic parties, in the universities an:] colleges, among 
other intellectuals, and in organisations at and above the 
principal and municipal levels. But the ideological trans- 
formation of the intellectuals is a long-term task likely to 
take another ten years or more to complete. One wonders 
what may have happened in the Kremlin by then and what 
effect that may have on China? 


(1900—1956 ) 


COMMERCIAL BANKS AS ISSUERS OF NOTES: FOREIGN BANKS: 
COMMUNIST ISSUES 


By E. KANN 


PART XXI 


(184) CHINA LAND RECLAMATION BANK 
In July 1925 this bank obtained the privilege of note- 


circulation. It is not evident whether the institution made 
use thereof. Seemingly the bank has long ago ceased to 
exist. 


(185) MIN HSIA INDUSTRIAL BANK 


The author cannot find traces about the organization of 
this bank or about its note-issue. It is, however, certain 
that it was granted rights in July 1925 by the Peking au- 
thorities to issue its fiat money. Apparently the life span 
»f the Min Hsia Industrial Bank was rather brief. 


(186) CHINA SILK AND TEA INDUSTRY BANK 


After having obtained general permission to emit 
banknotes, this bank, in August, 1925, applied to the 
Peking Ministry of Finance to be allowed to have a first 
issue for altogether $5,000,000 in denominations of $1, $5 
and $10. The notes were turned out by the Peking Bureau 
of Engraving & Printing. Seemingly the bank was wound 
up before 1935. 


(187) INDUSTRIAL CONSTRUCTION BANK OF CHINA 


Though nothing is known to the author about the 
organization of this institution, he is aware of its existence 


during the second decade of the 20th century, as well as 
of its having issued banknotes. A $5 bill, undated, has 
been handled by the author. Apparently the bank, which 
was established in Chengtu, the capital of Szechuen Pro- 
vince, failed and left a quantity of its notes unredeemed 
in the hands of the population. 


(188) CHUNG HO COMMERCIAL & SAVINGS BANK 


Established about 1925 with head office in Chungking, 
Szechuen. Founded by the army, the bank suspended busi- 
ness in 1926 owing to the departure of the army from 
Chungking. Finally, it was forced to close down per- 
manently, due to continuous runs and the appearance of 
many counterfeit notes on the market. These remarks 
refer to a bank known under the style of Chung Ho Bank. 
While not quite certain whether the said institution is 
synonymous with the above-named bank, there is reason to 
believe that it is either identical, or a re-organized bank. 
In 1930 it issued in Chungking banknotes in the shape of 
deposit receipts without interest clause in denominations 
of $1, $5 and $10. 


(189) SIN HUA BANK 


This institution issued notes, marked “Anhwei”. The 


ae fiat money was finished in primitive style and without 
ate. 
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(190) INDUSTRIAL & COMMERCIAL BANK 


Founded in 1917 with head-office in Hongkong and a 
capitalization of HK$1,000,000. Had branches in Shang- 
hai, Hankow and Tientsin. It issued notes, but failed in 
about 1927. 


(191) AGRICULTURAL BANK OF KANSU 


Figured in 1934 as issuer of notes. Denominations of 
$1, 5 and 10 were seen. Most likely a foundation by offi- 
cials. 


(192) NGRTHERN SHENSI INDUSTRIAL BANK 


Was founded in 1930 with a capital of $125,000 paid- 
up. Head-office was at Yuling. It is doubtful whether the 
bank obtained permission from the Central Government to 
issue notes, but nevertheless, it did issue such. At the close 
of 1933 its circulation aggregated $850,000, and at the end 
of 1984 it stood at $962,310, while at the close of 1936 it 
had risen to $5,584,115. 


(193) CULTIVATION BANK OF CHUEN KONG 


Founded in 1930 in Szechuen with a capital of $1,000,- 
000. In the same year the bank came out with its own 
issue of paper money, styling same ‘deposit receipts’ without 
interest clause. Why diverse Szechuen banks in that. period 
called their notes ‘deposit receipts’ is not clear. After all, 
every banknote is a deposit receipt without interest, payable 
to bearer. Notes emitted by the Cultivation Bank were 
seen in denominations of $1, $5 and $10. 


In September, 1937, this bank, together with the 
Peoples Bank of Chungking, and also the Szechuen Com- 
mercial Bank, was merged into the Peoples Commercial 
Bank of Chungking. 


(194) THE PEOPLES CO-OPERATIVE BANK 
OF CHUNGKING 


In 19380 this institution issued subsidiary notes, of which 
the writer saw the 50-cents denomination. He also handled 
another 50-cents note, dated 1934, and inscribed for accu- 
mulating a savings fund for poor children, and not for cir- 
culation or cash redemption. While the Chinese name re- 
mained unaltered, the name in English (in 19384) was im- 
printed as THE PEOPLES BANK OF CHUNGKING. 


(194a) CHUNGKING PEOPLES BANK 
See 195, Citizens Bank of Chungking. 


(195) CITIZENS BANK OF CHUNGKING 


Issued paper money in denominations of 10, 20 and 50 
cents, as well as $1, $5 and $10. The bank began operations 
in 1928. One. series of its fiat money was dated 1930 and 
printed by the Ta Tung Co., Shanghai. 


(196) CITIZENS BANK OF WANHSIEN 


Issued paper money in denominations of $1, $5 and 
$10, dated 1930 and 1932. 


(197) SZECHUEN RECONSTRUCTION BANK 


Same was taken over from the Lu Cheng Bank in 1984, 
and then had a paid-up capital of $500,000. It issued paper 
money in denominations of $1 and $5. In July, 1937 its 
capitalization stood at $1,000,000, and by October, 1943, 
same had been increased to $3,000,000. 
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(198) PINGKIANG FARMERS BANK 


Issued notes in denominations of $1, $3, and $5. These 
were undated, but made their appearance in about 1919/20. 
Pingkiang is situated in Northern Manchuria. 


(199) BANK OF LIU AN 


The city of Liu An (sixfold peace) is situated in An- 
hwei Province. The bank was acting for the Hsien (county) 
of Liu An and was almost certainly founded by official- 
dom. 


(200) COCCON INDUSTRIAL BANK CF WANG CHO 


A 20-cent note issued by this institution and dated 
1930, was seen by the author. Wang Cho apparently is in 
Chekiang Province. 


(201) HWEI HAI INDUSTRIAL BANK 


This bank was founded by the scholar and industrialist 
Chang Chien. On the $10 note (undated) is found the 
portrait of his son, probably as bank manager. The bank’s 
status is not known to the writer. The issue probably 
took place between 1920 and 1930. 


(202) TSIN PEH SALT BANK 


Situated in Taiyuan, Shansi Province, this bank issued 
fractional notes dated 1935, of which the writer saw the 
10-cents denomination. 


(203) AMCY INDUSTRIAL BANK 


Fractional notes in denominations of 10 and 50 cents, 
undated, were handled by the author. No particulars as to 
organization available. 


(204) ZEE LOO BANK 


Issued notes in denominations of $1 and $5, dated 
1916, and printed by the Cammercial Press, Shanghai. Pos- 
sibly this might have been a native-style bank. 


(205) WEIHAIWEI AGRICULTURAL & SAVINGS BANK 


Was probably a small financial institution. Had a 
branch office in Chefoo and issued notes there, of which the 
author saw the $1 value, dated 1917. 


(206) FARMERS & INDUSTRIAL BANK OF HONAN 


In 1940 this bank issued paper money. The writer 
saw the $1 note, but probably other denominations also are 
extant. 


(207) CHAHAR COMMERCIAL BANK 


Had its headquarters in Kalgan. In 19383 it issued 
notes in denominations of $1, $5 and $10, produced by the 
Peking Bureau of Engraving and Printing. As a matter 
of fact, thiS institution had semi-official character. In 
1937 the Chanan Bank superseded it. 


(208) TUNG CHI SAVINGS BANK, Heiho 


A small bank in North Manchuria, which issued 5- 
cents notes. Whether or not it also emitted other deno- 
minations cannot be stated. Neither are particulars about 
its organization and career available. 


(209) AGRICULTURAL BANK, Fengtien 


A small bank in South Manchuria which, at the begin- 
ning of the republican regime, issued banknotes in dollars. 
No particulars as te organization or career are available. 
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(210) CHUNG YUAN INDUSTRIAL BANK 


This bank issued notes in Tientsin, dated 1926. The 
author saw the 1 $ denomination. Seemingly the institu- 
tion did not exist for long, for in the Bank of China’s Bank- 
ers Almanac, issued in 1934, it is not to be traced. 


(211) KWANGSI FARMERS BANK 
The author met a 1 §$ note, dated 1988, and issued by 


the said institution. Notes for 5 dollars and other de- 
nominations also exist. It was an institution with official 
backing. 


(212) THE LAND BANK OF WESTERN SUIYUAN 


Possibly a semi-official bank, for by Decree of May 25, 
1938, the notes issued by the said concern were permitted 
by the “Provisional Government” at Peking to remain in 
circulation. 


(213) SIN HUA YIEN YEH YIN HAO 


Seemingly a salt bank in Shansi Province. In May, 
1938, it was announced that, while the majority of banks 
in North China had lost their note-issuing privileges, this 
institution was permitted to continue for some time. 


(214) BANK OF CHINAN 


By Chinan (Tsinan) apparently the capital of Shan- 
tung is meant. In 1942 it circulated notes of which the 
author saw the $50 value. 


(215) COMMERCIAL BANK 
Issued notes dated 1916. Head Office in Tsinan (Shan- 
tung). 
(216) HUNAN INDUSTRIAL BANK 


A republican bank which issued tael notes in 1912 and 


dollar notes in 1916. Probably founded and controlled by 
officials. 


(218) SHING NIH CHARTERED BANK 


Had its head-office in Hangchow (Chekiang). In 1918 
its capital was $1,000,000, of which one-quarter then was 
paid-up. Large note-issuer. 


(219) CHINESE ENGINEERING & MINING CO. 


Was a large British coal mine at Tongku, not far dis- 
tant from Tientsin, founded about 1898. In 1912 it merged 
with the Chinese owned Lanchow Coal Mining Co. and 
changed its name to Kailan Mining Administration. The 
original concern issued a small quantity of notes for use 
around its mining sphere. They were taken good care of. 


(220) THE TWO LARGE COAL MINES CO. 


A Sino-Japanese enterprise which issued in 1924 mo- 
derate amounts of paper money. 


(220a) THE BANK OF PING HSING COLLIERY 


Functioned seemingly under the imperial regime. Is- 
sued notes which were printed at Shanghai. 


(220b) PAO SHING COAL MINING CO. 


In 1920 same issued $1, 5 and 10 notes in Heiho, Man- 
churia. The fiat money was intended for use by the mines, 
since official paper then was irredeemable and depreciated. 
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(220c) PINGKIANG FARMERS BANK 


A small bank which was domiciled in Manchuria. 


(220d) ASIATIC COMMERCIAL BANK 


Details about organization and career unknown to the 
author. In 1926 this bank issued notes in terms of silver 
dollars, printed by the Chunghwa Book Co. 


(22Ge) TA TUNG SALT INDUSTRY BANK 
Was circulating its dollar notes dated 1921. 


* * * * 


BANKNOTES ISSUED BY SINO- 
FOREIGN BANKS IN CHINA 


It is a peculiar fact that none of the banks established 
in China with Sino-Foreign capital and management turned 
out to be successful. As a matter of fact, practically all 
failed sooner or later. It is not within the aims of this 
essay to establish the facts responsible for the almost uni- 
versal negative career of those establishments. But it 
might briefly be hinted that some of the causes might have 
been the difficulty of protecting the foreign capital invested 
(originally based upon gold) in terms of the widely fluc- 
tuating silver. And, furthermore, the wide gulf separating 
the opinions about management, i.e. the conflict of rational 
actions as seen by occidentals and orientals. 

Here we are concerned entirely with Sino-Foreign banks 
which issued banknotes. The oldest of these probably was 
the Russo Chinese Bank, which had a part of its capitaliza- 
tion (5 million Kuping taels) nominally contributed by 
China. In fact, the latter country never invested money 
in the bank, but was granted the aforesaid amount quasi as 
a bonus for lending its consent to the construction of rail- 
ways in Manchuria. As, besides, the bank was registered 
in St. Petersburg and was operating under Russian laws 
and, furthermore, China had no voice in the bank’s manage- 
ment, the Russo Chinese Bank must be considered as a 
foreign concern. 


The Sino-Italian Bank (Shanghai and Tientsin) could 
not successfully proceed under its original charter. It 
therefore reorganized under purely Italian management 
and with 100% Italian capital under the name of Italian 
Bank for China. 

The American Oriental Banking Corporation of Shang- 
hai was registered from the outside under American laws. 
The Sino-Belgian Bank was all the time under Belgian laws 
and supplied with purely Belgian capital. Both had there- 
fore to be considered foreign banks. 

The Hua Hsing Bank, a creation of Japanese banks, 
was started in 1938 with a view to controlling the entire 
banknote circulation in Central China. A portion of its 
capital, due to coercion, was nominally contributed by 
Chinese sources. The institution had a fairly large note 
circulation, but withdrew same after about two years, mak- 
ing room for the newly founded Central Reserve Bank of 
China (January, 1940). The Hua Shing Bank got an ex- 
cellent start and showed very good financial results. But 
as the bulk of the capital came from Japanese sources, and 
since the management was in Nipponese hands, the Hua 
Shing Bank can only nominally be styled a Sino-Foreign 
concern. In August, 1945, after the collapse of Japan, the 
Hua Hsing Bank ceased to transact business. 

On the other hand, all originally with note-issuing privi- 
leges, do fall into the category of Sino-Foreign financial 
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institutions. 
in business. 


Yet, all of these were unsuccessful and failed 


(221) THE EXCHANGE BANK OF CHINA 


Founded in 1918 with an authorized capital of 10 mil- 
lion yen (of which one-half was paid up); by 1927 capitali- 
zation paid in was increased to 7,360,950 yen. The prin- 
cipal shareholders were said to have been the Bank of 
Chosen, the Bank of Taiwan and other Japanese financial 
institutions. The main Chinese participants were the Bank 
of China, the Bank of Communications and other financial 
houses. Owing to repeated anti-Japanese boycotts, the Ex- 
change Bank of China- suffered severe losses. After the 
head-office was moved tc Tientsin, the bank came into close 
contact with the Fengtien party, headed by Chang Tso-lin. 
This meant dealings in feng-piao (the paper currency of 
Manchuria) and subsequently heavy losses were unavoidable. 
The bank was forced to close its doors in 1929. 


The Exchange Bank of China had offices at Shanghai, 
Peking and Tientsin. In all three places it issued paper 
money, but the total was at no time large. At the end of 
1923 the total was $352,639. In May of 1928 it was an- 
nounced that the bank was about to issue, chiefly in North 
China, fiat money in denominations of $1, $5, $10, $50 and 
$100; also subsidiary notes for 10 and 20-cents. 


If one may judge from figures contained in the bank’s 
balance sheets, its note circulation was never extensive: 


Yen 326,138 
16,423 
7,223 


End of 1925 
1926 
1927 


(222) THE CHINESE AMERICAN BANK 
OF COMMERCE 


Established in 1919 by Chinese and American capi- 
talists under the style of “Commercial & Industrial Bank’, 
the latter style was changed within six months. Capital 
was $7,500,000 paid up. Branches existed in Peking, Tien- 
tsin, Hankow and Manila; the head-office was in Shanghai. 
The bank did not make use of its privilege to issue notes 
until 1923, and at the close of that year altogether $254,040 
worth of its paper money was in circulation. By the end 
of 1924 the issue by all the bank’s branches had reached a 
total of $2,046,866. The fiat money, printed by the Ameri- 
ean Banknote Co., was in denominations of $1, $5 and 
$10. 

When the bank failed in 1927, and during the process 
of liquidation, the notes outstanding were redeemed first. 


(223) THE SINO SCANDINAVIAN BANK 


The bank was established in 1922 with head-office at 
Peking and with branches in Shanghai, Tientsin, Kalgan 
and Suiyuan. The nominal capital was $10,000,000, of 
which one-quarter was paid up. When (in May, 1925) 
branch offices were opened at Kalgan and Suiyuan, it was 
resolved to increase the paid up capital by $400,000. 


The bank issued notes in Shanghai, and also in the 
North, in denominations of 10 and 20-cents, as well as for 
$1, $5 and $10. It closed its doors in 1926. 


(224) CREDIT COMMERCIAL SINO-FRANCAISE 


Little is known about the organization and capitaliza- 
tion of this institution, except that it issued banknotes in 
Peking, and possibly also at Tientsin. These were dated 
1923 and printed by the Peking Bureau of Engraving & 
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Printing in denominations of $1, $5 and $10. The career 
of this bank was a very short one, for it soon pulled down 
its shutters. 


(225) THE CHINESE ITALIAN BANKING 
CORPORATION 


Opened in 1921 in Peking by Chinese capitalists with 
an Italian strawman. The bank placed its assets, and pro- 
bably also the depositors’ assets, at the disposal of the offi- 
cial clique which then was known for its corrupt practices. 
After existing for a year or two, it was realized that the 
capital was lost and that the bank had to be closed. Some 
of its paper money, dated 1921 and printed in denominations 
of $1, 5, 10 and 50 by the American Banknote Co., re- 
mained unpaid, 


(225a) SINO ITALIAN BANK 
See 225, Chinese Italian Banking Corporation. 


(227) THE HUA HSING BANK 


On April 29, 1939, a United Press telegram from New 
York announced the imminent formation of a bank of issue 
at Shanghai for the purpose of circulating paper money, 
to be used at par with the Chinese National $ (fa-pi). The 
bank was to be capitalized at 50 million yuan, one-half of 
which was to be subscribed by China, while the other half 
was to be supplied by Japan. The aim of the new institu- 
tion was indicated as being designed “‘to foster trade be- 
tween Central China and foreign countries.” 


The Nipponese telegraph agency Domei confirmed the 
news and added that the Hua Hsing Bank was actually 
opened in Shanghai on May 1, 1939. Of the capital $25 
million was supplied by the Industrial Bank of Japan, the 
Mitsui Bank, the Mitsubishi Bank, the Sumitomo Bank, the 
Bank of Chosen and the Bank of Taiwan. The other $25 
million was nominally furnished by the (puppet) ‘Reform- 
ed Government at Nanking’? who, it was generally sur- 
mised, borrowed the funds from Japanese sources. The 
new institution issued notes in dollars (yuan), which were 
declared legal tender by the “‘Reformed Government”, and 
which were to circulate within the areas governed by the 
latter. 


In order to better be able to compete with the National 
currency, the new notes were from the start declared ex- 
changeable against the latter and equal in worth. More- 
over, they were proclaimed to be freely exchangeable also 
against foreign currencies. 


With a view to strengthening the new Hua Hsing fiat 
money the puppet Nanking Administration arranged that 
the post office would readily accept same. Moreover, all 
taxes were to be paid in the new medium. At first, the 
Custom House would not accept the new money, but gradual- 
ly this was done. On July 19, 1989, the Hua Hsing dollar 
was fixed at 6 pence, though this stabilization. was not of 
long duration. With this fixation the issue was divorced 
from the fa-pi dollar. On July 15, 1939, the bank’s note 
circulation aggregated $949,000, inclusive of $24,000 frac- 
tional notes. By the end of October, the note issue had 
reached a total of $3,183,580. By the end of November, 
the total had surpassed $4,000,000; and the close of 1939 
divulged a circulation of $5,075,462. On July 15, 1940, 
the bank’s fiat money was recorded at $5,286,222, while the 
end of that year displayed an issue slightly below the last- 
mentioned figure. 


With the foundation and opening of the new Central 
Reserve Bank of China, on January 1, 1941, the Hua Hsing 
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KOREAN-JAPANESE RELATIONS 


By Robert T. Oliver 


When two neighbors quarrel, the whole neighborhood is 
disturbed and may be embroiled. As a very important case 
in point, the bad relations existing between Korea and 
Japan are of concern to many nations. The American hope 
of building the defense of northern Asia upon a triangular 
base of which Korea and Japan form two foundation stones, 
and Formosa the third, is postponed and may be vitiated by 
the very active ill-will expressed with equal fervor in Tokyo 
and Seoul. All signatories of the San Francisco Peace 
Treaty, and all U.N. member nations that sent troops to 
Korea have a special interest in developments in and _ be- 
tween both these two traditional enemies. To the Com- 
munists, too, the quarrel must be of special interest, and a 
cause for occasional glee. 

To declare which nation is “right” and which is ‘‘wrong” 
in this long-running dispute would require both over-simpli- 
fication and a pretense of arrogant omniscience. Just as 
in the (lispute between Israel and the Arab countries, there 
is a vast amount of history and many complex contemporary 
circumstances involved. Ardent advocates of both Korea 
and Japan are perfectly willing to claim complete virtue for 
the sides they respectively support. A more objective ap- 
proach is to examine the basic facts and let them speak 
tor themselves. 


Long History 


As in the relations between France and Germany, the 
Korean-Japanese discord has a long history. Japan was 
“civilized” by Korea a thousand and more years ago, but 
the civilizing process in Japan proceeded far differently 
than it did on the continent of Asia. Most of Asia rejected 
“nationalism”? (in the European sense) in favor of a cul- 
tural homogeneity of peoples. Most Asians have traditional- 
ly been averse to any aggressive warfare, though they fight 
fiercely to defend their own homelands. Most of Asia has 
followed the religions of Buddhism, Hinduism, Taoism, and 
Confucianism, which preach against bloodshed and violence 
and advocate a meditative acceptance of worldly inconveni- 
ences while the mind and soul are purified by high-thinking, 
preparatory to entrance into eternity. And, finally, most 
Asians are stubbornly individualistic, asking little of gov- 
ernment except to leave them alone, and fiercely defensive 
of their personal rights—minimal though these may appear 
to be when compare to our plenty. 


Bank was told to give up its privilege to issue notes, in 
order to facilitate the circulation of the new legal tender. 
The notes already issued were to be redeemed at the fixed 
rate of 6 pence per dollar. Hereafter the bank was to de- 
vote its activities to commercial financing. Notes issued 
by the Hua Hsing Bank called for 10 and 20-cents, as well 
as $1, $5 and $10, dated 27th Year of the Chinese Re- 
public (1938). 

It was reliably reported that the entire issue of Hua 
Hsing notes was taken over by the Central Reserve Bank of 
China at a ratio of 100 Hua Hsing dollars equal to 240 
C.R.B. dollars. Following the surrender of Japan to the 
Allies in the second world war, the activities of the Hua 
Hsing Bank came to an end in early September, 1945. By 
that time none of its banknotes had remained in circulation. 


(To be Continued) 


on entirely different 
Samurai Code, Japan 


Japanese society has developed 
lines. Through its Bushido Cult and 
became narrowly nationalistic. The Japanese religion of 
Shinto emphasizes patriotism, teaches that Japan has a 
divine mission to rule the world, and sets up the Japanese 
Emperor as a living god to whom all the world rightly owes 
homage. To die for Japan is to ensure eternal bliss to the 
believer. And within this pattern, the Japanese people— 
far from being individualist—have developed an amazing 
regimentation: a characteristic that was notably demon- 
strated following their defeat in 1945, when they changed 
from fanatical enemies of the United States to complaisant 
hosts to our army of occupation. 


In addition to these fundamental cultural differences, 
Japan and Korea have had a long history of warfare, rough- 
ly corresponding to that of England with the European 
continentals (first Germanic, then French) who constantly 
attacked her shores and finally, in 1066 conquered the 
British Isles. Only, in Asia, the attacks ran in the op- 
posite direction. Japan never has been invaded by any 
Asian power. On the contrary, Japanese forays against the 
Korean coast have been frequent for seven hundred years. 
In 1592, under a great warlord, Hideyoshi, Japan set out to 
“conquer the world,” and as a first step called upon the 
Korean King to surrender, thus providing through the 
Korean peninsula an easy avenue of approach to China. 
Korea refused this invitation, and was accordingly subjected 
to an invasion by an army of 305,000 men. Much of Korea 
was devastated before Admiral Yi Soon-sin invented the 
world’s first iron-clad battleship and with it defeated the 
Japanese navy, thus cutting the supply line of the inyaders 
and forcing a withdrawal. 


Following this experience, Korea withdrew into an 
isolationism so strict that it became known as “The Hermit 
Kingdom,” while it undertook the slow process of recovery 
from the vast devastation inflicted by the Japanese. Thus 
it was that while Western penetration brought both ad- 
vantages and administrative turmoil to China and tremen- 
dous industrial modernization to Japan, Korea remained shut 
off from modernism in a festering society that remained 
essentially feudal right up to the American-Korean Treaty 
of 1882. By that time Japan had the methodology of 
Western imperialism well digested and the United States 
and Great Britain were well content to leave Korea to 
Japanese exploitation—on the two grounds that Japan by 
implanting itself on the continent could threaten the dan- 
gerously expanding power of Imperial Russia, and that 
Korea had little of value to any colonial power except land- 
hungry Japan. 


Thus it was that when Japan challenged Russian power 
in the Russo-Japanese War of 1904-05, President Theodore 
Roosevelt found it easy to ignore the treaty of mutual de- 
fense and friendship with Korea, negotiated in 1882, and 


to permit the Japanese to assume suzerainty over the Korean 
peninsula, 


Inside Korea the Japanese annexation had various 
effects. It destroyed the old Korean monarchial system, 
which was wholly unsuited to the modern world. It hasten- 
ed some aspects of the technological revolution in Korea, 
although the Koreans themselves were prohibited from as- 
suming any direction of these developments, and it resulted 


November 7, 1957 


in the growth of a nationalistic fervor among Korean pa- 
triots which strengthened Korean nationalism during the 
very period of its political suppression. 


After World War II: New Problems 


World War II fanned the Korean hatred of Japan, for 
the country was squeezed mercilessly to help provide for 
the insatiable demands of the Japanese military forces. 
When Japan was defeated, the Koreans expected as a matter 
of course that their ancient independence would be re- 
stored, but instead they were subjected to division and mili- 
tary occupation. They expected the U.S. Military Command 
in Japan to return gold, historical antiquities, and hundreds 
of ships which were taken from Korea to Japan—but al- 
though MacArthur’s headquarters called upon the Japanese 
to return at least the ships which they sailed away from the 
peninsula during the surrender period, these requests were 
neither honored nor enforced. 


Meanwhile, the Japanese were embittered against Korea 
by the forcible ejection from Korea (by American forces) 
of the Japanese inhabitants, and by the turning over of 
their possessions, as “vested property,” first to the U.S. 
Military and subsequently to the Republic of Korea Govern- 
ment. The 600,000 Koreans resident in Japan—the bulk of 
whom had been taken there during the war as forced labor 
in factories—constituted another source of resentment. 
With south Korea inundated by refugees from the north 
(eventually numbering close to four million) land and em- 
ployment in the south were inadequate to care for its bur- 
geoning population. There was little reason for the Koreans 
in Japan to wish to return—especially since they were 
refused permission to take their possessions with them. 
These Koreans who remained in Japan became “whipping 
boys” for a people much in need of reviving their self- 
restrictions 


esteem after their defeat; and the economic 
imposed on them contributed to the infiltration of Com- 
munism amongst them. This “unassimilated minority’’ in 


Japan is one of the several points of continuous friction 
between the two countries. 


Another cause of anti-Korean sentiment in Japan is 
the existence of a fisheries line that has been maintained 
mid-way between the two countries since the fall of 1945. 
General MacArthur established it originally, as a means of 
keeping the Japanese closely within his jurisdiction and to 
prevent their encroachment upon their resentful former 
colony, Korea. Then, the line was reaffirmed by General 
Mark Clark, during the Korean War, to reduce the danger 
of infiltration of southern Korea by sea. And when the 
“Clark Line’? was discontinued following the signing of the 
Panmunjom Truce, President Syngman Rhee of Korea re- 
established it as a “peace line” to prevent Korean-Japanese 
imbroglios over fishing rights. 


Since the line is carefvlly drawn half-way between 
Korea and Japanese territcvies, it shuts fishermen of both 
countries out of waters adjacent to the coasts of the other. 
The Japanese are especially resentful, however, because the 
better fishing areas lie on the Korean side of the line. They 
have repeatedly protested the “‘illegality” of the “unilateral” 
proclamation of this line by Korea. However, these protests 
have gradually become less vociferous since in recent years 
more than a score of nations have established similar juris- 
dictional lines around fishing waters extending many miles 
from their own coasts. Nevertheless, the fisheries line has 
become a live issue in Japanese domestic politics, and the 
premier’s political rivals recurrently seek to embarrass him 
by demanding armed action to wipe out what they term the 
“Rhee line.” 
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Since 1953 about 100 Japanese fishing boats, and several 
hundred Japanese fishermen, have been seized on the Korean 
side of this line by Korean coastal patrol craft, and a few 
of them are still serving prison sentences in Pusan. This, 
of course, provides highly emotional ammunition in Japanese 
politics, thus making difficult any objective negotiation on 
the question. 


Obstacles to Negotiations 


Still more difficult than the fisheries line dispute—and 
far outweighing the heritage of ill-will from past history 
—is the question of claims and counter-claims between the 
two Governments. The Republic of Korea has refused to 
specify its claims against Japan until after Japan “clears the 
way” for negotiation by formally repudiating its 1905-1945 
occupation of Korea. But the Seoul Government has made 
clear that it expects a return of many antiquities, of large 
quantities of gold, and of other properties taken from Korea 
during that generation-long period, and especially in the 
months immediately preceding the surrender of Japan to the 
allied powers. It also has spoken of Bank _ of Chosen 
(Korea) funds which were held in Japan, of postal savings 
and insurance premiums paid by Koreans to Japanese com- 
panies, of back pay due to Koreans who served in Japanese 
forced-labor battalions during World War II, and of embassy 
and other properties owned in Japan by the former Korean 
Kingdom. 


Japan’s claims against Korea were made explicit in an 
emotional outburst by Kubota (now the Japanese Ambassa- 
dor to Mexico) when he headed a Japanese Delegation hold- 
ing preliminary conversations with a Korean Mission in 19538. 
In what has become known as the “Kukota statement,’”’ he 
asserted that the very establishment of the Republic of 
Korea was illegal under international law. since Japan's 
“ownership”? of Korea was not subject to disposal by the 
victorious Allied powers. And he went on to claim that 
Japanese “rightfully” own fully 85% of all the property and 
land in Korea. He concluded by stating that Japan would 
not only demand a return of this property, but would 
exact damages for the ruin it suffered during the Korean 
War! 

Several times influential Japanese politicians have 
hinted that Japan would readily disavow these claims (which 
it had formerly, in 1951, disavowed in the Japanese Peace 
Treaty) if only the Korean Government would sit down 
with it in serious negotiation. The Korean renly has been 
that it would be impossible to enter into any formal discus- 
sions with Japan until after the complete renunciation of 
all such claims—for, otherwise, they could be used as “bar- 


gaining points” to offset Korean claims upon Japan. And 
there, as of now, the matter rests. 
To an outside observer, however, it appears that 


Korean-Japanese (ifficulties are rather different and perhays 
even more fundamental than these factors suggest. Essen- 
tially, what separates the two countries is neither the hatreds 
of the past nor the widely differing claims of the present, 
but fears of the future. Japan can scarcely have any real 
basis for fear of Korea, except that it may become strong 
enough to be an economic rival and to defend its own terri- 
tory against any future attack. Korean fears of Japan are 
of another character. 


The Japanese population has now mounted ninety mil- 
lions and is growing at the rate of about two millions a 
year. Frankly the Japanese are declaring now—as they did 
during the thirties, while they were trying to drum up 
Western support for their ‘Co-Prosperity Sphere’’—that 
their people are simply too numerous to be able to live on 
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their own islands. Koreans are very much concerned about 
this; for if the Japanese do expand, they must inevitably 
start by expanding back into Korea. There is nowhere else 
for them to go. 


Similarly, the Koreans feel convinced that Japan has 
“not changed.” They know how successfully they them- 
selves resisted being ‘“Japanized” over a full generation, and 
they do not accept the thesis that Japan has been re-made 
by the brief MacArthur occupation into a democracy. They 
believe there are abundant signs of a revival of the old 
militarism and they foresee a movement in Japan to regain 
what was lost in World War II. They also suspect Japan 
of planning economic penetration into Korea as another 
means of re-establishing dominance. In other words, they 
are in no mood to relax their suspicions, but daily find new 
grounds for enhancing them. 


Attitudes Toward Communism 


Still another, and perhaps the most threatening, cause 
of discord between Korea and Japan is a basically different 
point of view on how to deal with Communism. Korea has 
outlawed the Communist Party; in Japan, the Communists 
have a present voting strength of 1,150,000, and are per- 
mitted to organize and to spread their propaganda. More- 
over, Korea stands solidly on the proposition that the only 
way to deal with the menace of Communist imperialism is 
to oppose it openly, vigorously, and by every conceivable 
means; whereas, Japan follows a course not far from neu- 
tralism in its international relations, is negotiating with 
Russia, and has sent more than a hundred “trade and cul- 
tural’ missions to Russia, Red China, and north Korea. 
During the three year period, 1953-1955, passports were 
granted to 533 Japanese for trade and “cultural” visits to 
Red China alone. 


The Japanese attitude toward Communism may be 
illustrated by citing the career of 86-year old Fusanosuke 
Kuhara, a tycoon once worth $100,000,000,. whose life 
exemplifies a great deal of recent Japanese history. Kuhara 
welcomed the ‘‘modernism’” which came to Japan in the 
latter part of the nineteenth century, and profited greatly 
by it; but he also cherishes the old system of values which 
long antedated the “invasion of foreignism.” Many Japa- 
nese admire him as a symbol both of the almost-forgotten 
past and of the shrewdness with which the Japanese nation 
quickly assimilated the Industrial Revolution. 


As long ago as 1912-15, Kuhara contributed half a 
million dollars to Sun Yat Sen, to assist his revolution in 
China, and thereby opened for himself an avenue to a very 
profitable Chinese trade. In 1945, already retired at the 
age of 76, Kuhara was placed on the American “black- 
list” as an industrialist who had helped form the base of 
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the Japanese militarism. But in February, 1955, this old 
dynamo was elected chairman of a Communist-front or- 
ganization called the Conference to Restore Diplomatic Re- 
lations with Russia and China. And in the fall of 1955 
he secured permission from the Government to head a group 
of seven who went to Peiping as official guests of the Red 
Government. There he was accorded lavish hospitality, and 
spent considerable time talking with Madame Sun Yat Sen, 
the widow of his old protege, who is now one of the key 
figures behind the Communist regime. Ever since his re- 
turn to Japan, he has been tireless in pleading the case for 
close trade, diplomatic, and cultural relations between Japan 
and the ‘‘wonderful new government” of Red China. He is 
definitely no Communist himself, but he represents a solid 
bloc of Japanese opinion that seeks an ‘‘accommodation” 
with Communist countries. 


To the Koreans, Kuhara is not a unique personage, but 
is genuinely representative of a tremendous force of senti- 
ment which lies barely beneath the surface and which is 
certain to emerge into governmental policy just as soon as 
the Government of Japan feels it will gain more from shift- 
ing toward the Communist side than by remaining as a 
beneficiary of United States aid. If this happens, Korea will 
be effectually surrounded and its future will be gloomy in- 
deed. When this fact is pointed out to the Koreans as a 
prime reason for their hastening to reach an agreement 
with Japan as quickly as possible, they reply that this would 
be tantamount to thrusting their heads into the mouth of 
a hungry tiger. If Japan is drifting toward cooperation 
with the Communists, they feel this is reason for them to 
avoid relationships with the Japanese, rather than to develop 
them. In other words, they scoff at the idea that by offer- 
ing their own trade freely to Japan, they could stem by one 
iota the Japanese eagerness for trade and other relations 
with the huge bulk of the Communist Empire. 


These, in brief summary, are the principal reasons for 
the Korean fears of Japan. In conclusion it may only be 
added that these fears do not add up to timorousness. The 
Korean people and Government have demonstrated their 
astonishing courage in the stand they have maintained 
against Communism. They have also, with generous Ameri- 
can aid, shown great promise of emerging from all their 
difficulties, including the continuing fact of division, with 
considerable military and economic strength. Whatever may 
lie ahead, they seem to be convinced that their own future 
will be one of independence and a gradually increasing level 
of prosperity. The only way this can be prevented, they 
feel, is by yielding to the seductive lure of the kind of com- 
promise which has come to be known as “neutralism.” 
There is nothing neutral about Korea—either toward Com- 
munism, or toward Japan. This is frequently a cause of 
criticism by foreigners, but it also must be recognized as 
the principal element of Korean strength. 


PROBLEMS AND FUTURE OF KOREA 


By Dr. You Chan Yang 


Korea today is enacting a drama which is a mixture of 
tragedy and comedy. It is as though the Master Director 
had two plays in mind at the same time. The forefront of 
the stage is occupied by a busy set of actors who are engaged 
in the greatest constructive work in the 4,400-year history 
of Korea. But this encouraging scene is played against 
a back-drop of stark misery and threatening danger. 


The theme for a discussion of present-day Korea is 
“paradox.” Just so far as the fate of the Korean people 
and nation is in their own hands and in the hands of their 
powerful Allies (notably the United States) tremendous, 
almost miraculous progress is being made. But this is only 
a part of the story. For our nation remains divided; our 
northern provinces continue under the aggressive occupation 
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of a brutal army of foreign communist troops; and this 
situation daily becomes worse—building up to a dangerous 
climax that could at any time bring ruin to our nation and 
the threat of war to the world. 


The story of Korea Today has, then, two themes: do- 
mestic and foreign; and it is enacted in two realms—national 
and international. 


Inside the area of southern Korea the progress of the 
past two years is vastly encouraging. The standard of 
living is still sadly low (especially among the farmers, who 
compose seventy per cent of the population)—but it is 
definitely improving. Political democracy is showing a very 
healthy growth. Education is flourishing in an amazing 
way. And the credit for these achievements belongs both 
to our own people and to our generous friends in America 
and among some members of the United Nations. A brief 
survey will indicate how much is being done. 


The economic circumstances of Korea have been very 
bad for the last fifty years. Japan drained out of Korea 
all the wealth it could during its generation of domination 
(1910-1945) and this situation became even worse during 
the years of World War II. Then from 1945 our nation 
has been divided, with the industrialized north cut off from 
the agricultural south. During the three years of Ameri- 
can Military Government in southern Korea little economic 
progress could be made—and in the north the Communists 
were even more oppressive than the Japanese had been. 
After our Republic was inaugurated, on August 15, 1948, 
much was accomplished in southern Korea—including dis- 
tribution of land to the farmers and constructive steps to- 
ward checking inflation. The war, of course, devastated 
our whole nation and left our country in ruins. For the 
first years after the war, little could be done except to pre- 
vent starvation, disease, and death from cold. But within 
the past two years factories have been started, mines 
opened, electric power developed, roads and homes restored. 
Today the face of southern Korea is brighter, happier, more 
prosperous. Much remains to be done—and full self- 
sufficiency is impossible so long as our nation remains 
divided; but for the first time in fifty years our young men 
and women can begin to look to the future with hope. 


The production of coal, electric power, and textiles is 
the greatest in our history. Our agriculture has almost 
caught up with the greatly increased food demands caused 
by the influx of some four million refugees. Arrangements 
have been completed for establishment of an agricultural 
loan system to help our farmers buy fertilizer and other 
supplies. We still have a great deal of unemployment, 
shortage of necessary goods, and a dangerous inflation. But 
the rise in prices has been checked. We have turned the 
corner and are headed toward a reasonable living standard 
for all our people. 


Even more encouraging is our solid, substantial deve- 
lopment in the establishment of a democratic form of 
government. Four national elections have been held and 
many local elections. Our people have learned the power 
of the ballot box. With the abundance of our newspapers 
—which engage freely and heatedly in political discussion— 
a genuine public opinion is being forged. Our politics is 
evolving into a two-party system—with enough balance of 
power so that in 1956 we elected President Rhee on the 
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Liberal Party ticket and a Vice-President on the Demo- 
cratic ticket. As in any and all democracies, there is a 
surface appearance of discord and disorder—but these are 
the surface rufflings of genuine freedom. We can say with 
pride and confidence that in Korea democracy has_ been 
planted so solidly that nothing but foreign conquest can now 
uproot it. 


The foundation on which our democracy rests is educa- 
tion—and it is here that our greatest advances have been 
achieved. Many will be surprised to learn that in the Re- 
public of Korea we now have more than fifty collegiate in- 
stitutions, with some 85,000 students currently enrolled. 
Even more striking, 91.6 per cent of all children between 
the ages of six and eleven are now in school. Southern 
Korea has become one of the most literate nations in the 
world—and we have achieved this in the past ten years; 
for when Japan’s grip was pried loose from our people, 
about eighty per cent of all Koreans were illiterate. We 
had to write and publish our own textbooks, build our own 
schools, and train our own teachers. Of course we have 
had a great deal of help—for which we are eternally grate- 
ful—ffrom the United States. Our nation is a _ shining 
example of what can be done under the effective working 
partnership of the foreign aid program. 


But when we turn from the domestic to the interna- 
tional situation, the circumstances change from bright to 
dark. The United Nations courageously came in to help 
us turn back the Communist invasion—but then insisted 
on a truce which left a million Chinese Communist invaders 
on our soil—where not one had been before. Just as we 
warned, the truce has been flagrantly, continuously, and 
brutally violated. It was folly to trust the world of the 
Communists. Cooperation and integrity are concepts they 
simply do not understand. 


The Communists have built up in North Korea (under 
the shelter of the truce) an air force of over 850 fighter 
and bomber planes. They made a mockery of the Geneva 
Conference of 1954, which was supposed to achieve the 
peaceable reunification of Korea. They have liquidated or 
imprisoned in slave labor camps much of the population of 
the north, and have moved in Communist Chinese peasants 
to occupy our lands. They have even forced our north 
Korean women to marry these invaders. In short, they are 
far advanced with a cold-blooded plan of genocide—the 
complete murder of our whole northern population. And in 
the face of this, the best the United Nations seems able to 
do is to adopt a series of resolutions reaffirming its policy 
that some day, somehow, all of Korea must be restored to 
the democratic government of our own people. 


What, then, is the future of Korea? Without any 
doubt, it will be the same as the future of the world. Will 
the Cold War continue—with “peaceful co-existence”? Will 


the present tensions build up until World War III results? 
Will some miracle of change occur in Russia and Red China 
which will result in a willingness on the part of the Com- 
munist dictatorships to restore what they have stolen? 
These are questions for all the world to ponder. What 
happens in Korea will be a reflection and an outcome of the 
struggle being waged between the global forces of Com- 
munism and freedom. Our nation is caught in the middle. 
Our task is to survive, to build where we can, and to work 
for the restoration of Justice in the affairs of men and 
nations. 
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JAPAN’S COTTON INDUSTRY TODAY 


During 1937, the most prosperous year of Japan’s 
cotton industry, production facilities totalled 12,567,000 
spindles in spinning machines and 338,000 units in looms 
and output reached 1,587-million lbs. (monthly average 
331,000 bales) in cotton yarn and 4,826-million sq. yds. 
in cotton cloth. On the other hand, cotton cloth export 
aggregated 883-million lbs. (monthly average 184,000 
bales), accounting for 55.6 per cent of the total national 
production. During the years from 1936 to 1938, Japan 
accounted for 38.9 per cent of the world cotton cloth 
export total, standing at the top above Britain’s 26.7 per 
cent and India’s 12.5 per cent. 


However, Japan lost 80 per cent of her cotton manufac- 
turing facilities due to World War II and her production 
equipment fell to 2,064,000 spindles in spinning machines 
and 136,000 looms at the end of the war (1945). More- 
over, whatever facilities that remained were very much 
rundown because they were not repaired or overhauled dur- 
ing the years of hostilities. The subsequent postwar re- 
covery progresse | satisfactorily, spinning machines increas- 
ing to 9,022,000 spindles, looms to 384,000 units, annual 
production to 1,018-million lbs. of yarn and 3,301-million 
sq. yds. of cloth (the increase of man-made fibre textiles 
is one factor behind the conspicuous increase of the number 
of looms). 


The volume of cotton manufacture export accounted 
for 12.6 per cent of the total national export in 1955, and 
11.8 per cent in 1956—Japanese economy’s dependence upon 
export trade being very high. On the other hand, the 
volume of raw cotton import accounted for 15.5 per cent 
of the national import total in 1955 and 14.9 per cent in 
1956. The weight of the cotton industry has decreased 
compared with the prewar years but it still continues to hold 
a vital position in the realm of Japan’s foreign trade. 


Production 


Cotton yarn production in 1956 was exceedingly 
favourable, registering 1,018-million lbs. (2,544,000 bales) 
the 1955 total being 827-million Ibs. (2,067,000 bales). 
Compared with the previous year, the 1956 total rose by 
23 per cent, being 9 per cent above the 1954 postwar high 
of 932-million lbs. (2,330,000 bales). Plant operation cur- 
tailment which became effective in May, 1955, continued in 
force during the first six months of 1956 but the reduction 
rate was markedly eased to 12 per cent for January-March, 
8 per cent for April, and 4 per cent for May-June. As a 
result, cotton yarn production swung up, reaching 471- 
million lbs. (1,176,000 bales) in the first half of the year, 
greatly surpassing the 431-million lbs. (1,078,000 bales) of 
the first half of the previous year and 396-million lbs. 
(989,000 bales) of the second half of the preceding year. 
In addition, plant operation cut was abolished in and after 
July due to inventory decline and quotation upswing. On 
one hand, additional spinning machines were installed. As 
a result, production during the second half of the year 
created new postwar records almost every month register- 
ing a six-month total of 547-million lbs. (1,368,000 bales) 
and an annual total aggregating 1,018-million lbs. (2,544,000 
bales). 


Production continued favourably with the onset of 
1957, the aggregate for January-May being 462-million lbs. 
(1,155,000 bales), a 20.1 per cent increase over that of the 
corresponding term of the previous year. Reflecting the 


above-mentioned cotton yarn production expansion, cotton 
cloth production volume—including both companies specializ- 
ing in cotton cloth and cotton cloth dez;artments which are 
side businesses of spinning companies—rose from 2,814- 
million sq. yds. in 1955 to 8,301-million sq. yds. in 1956, 
surpassing both the 1955 figure by 17 per cent and the 
1954 postwar high of 38,039-million sq. yds. by 9 per cent. 
The satisfactory production tempo still continued with the 
coming of 1957, the January-May total being 1,505-million 
sq. yds., showing a 16.8 per cent upswing compared with the 
corresponding term of the preceding year. 


Domestic Demand and Export 


When the trends in demand are examined, the domestic 
demand in the first place has increased conspicuously as 
result of the favourable tempo of domestic economy, the 
expanding sphere of demand due to the advance of cotton 
processing technique, the wider range of use as industrial 
raw material, and the effectiveness of the cotton manufac- 
ture sales promotion campaigns. The annual consumption 
volume per capita rose from 6.28 lbs. in 1955 to 7.10 lbs. 
in 1956 (14 per cent above the figure for the previous year). 
It is forecast that the upswing will continue in 1957. 


When the export trend is considered, it is seen that 
the total cotton cloth production volume of nine major cot- 
ton industry countries of the world including Japan reached 
27,500-million sq. yds. in 1956, the highest mark ever re- 
corded. But the export by these countries was no higher 
than 4,070-million sq. yds., the lowest level since 1948. In 
the midst of such a situation, the exvort of Japan-made 
cotton goods enjoyed a favourable tempo. In other words, 
the export of cotton cloth—the staple item of export tex- 
tiles—registered a total of 1,262-million sq. yds., 10.8 per 
cent above the figure for 1955, manifesting a satisfactory 
tone second only to the postwar high of 1,278-million sq. 
yds., set in 1954. 


As to cotton yarn export, it rose from 26,226,000 Ibs. 
in 1955 to 27,294,000 lbs. in 1956, surpassing the previous 
year’s figure by 4.1 per cent. The export of secondary cot- 
ton products also swung up from 59,236,000 lbs. in 1955 to 
69,281,000 lbs. in 1956, showing an increase of 17 per cent 
compared with the preceding 12-month period. 


In the midst of such worldwide stagnation of cotton 
goods export, Japan’s export increased markedly. The rea- 
son for this is the high degree of international competitive 
power possessed by Japan’s cotton industry. Furthermore, 
one must not lose sight of the fact that it was assisted by 
such factors as the shipment out of Japan of finished pro- 
ducts made from American cotton brought in for processing, 
the expansion of the purchasing power of Southeast Asian 
nations due to ICA fund, etc., and the repercussions of the 
Suez conflict. Export still continued its favourable tempo 
with the onset of 1957, registering 695-million sq. yds. of 
cotton cloth and 17,409,000 lbs. of cotton yarn for the first 
half of the year, exceeding the record of the correspond- 
ing term of the previous year by 11.7 per cent and 13.2 
per cent, respectively. 


In examining the categories of 1956 cotton cloth ex- 
port, it is seen that the upswing of the degree of processing 
continued from the previous year and the trend toward 
higher grade quality is marked. According to types of 
processing, dyed and printed items increased and according 
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to varieties, poplin, voile, gingham, etc. showed especially 
conspicuous upturn. 


When areas to which cotton cloth export were destined 
are considered, 1955 was characterized by the upswing of 
shipments to the dollar area with the United States as the 
nucleus and the stagnation of shipments to Southeast Asia, 
but these trends were completely reversed in 1956. Export 
to the United States in 1955 showed a large-scale upturn, 
nearly three-fold that of the previous year, but in 1956 the 
total declined by 18 per cent to 123-million sq. yds. due 
to export restriction measures instituted in January, falling 
far below the voluntary restriction quota of 150-million sq. 
yds., dropping in rank to third position below Indonesia and 
Hongkong. In contrast, the export to Southeast Asia re- 
gistered an all-round advance in shipments to Indonesia, 
Ceylon, the Philippines, etc., only Thailand and Pakistan 
showing declines. 


The export volume of cotton yarn has been exceedingly 
limited in comparison with the total national output, it 
accounting for only 2.9 per cent in 1955 and 2.5 per 
cent in 1956 of the total production, revealing that markets 
abroad are gradually becoming narrower’ in conjunction 
with the rising self-sufficiency level of various importing 
countries. 


Market Conditions 


The cotton manufacture quotations during 1956 con- 
tinued on an upward curve month after month due to. con- 
tinued plant operation curtailment up to June from the 
preceding year, the favourable tone of foreign and domestic 
demand for cotton products, the recovery of American cot- 
ton and world cotton markets, etc. In May, the quotations 
reached the highest level in two years. However. quota- 
tions reached the highest level in two years. However, 
quotations slipped back to the sharp decline of U.S.-bound 
and Indonesia-bound export, the lowering of the export 
price of surplus American cotton, etc. on top of the aboli- 
tion of plant operation cut beginning in July. In July and 
August, high prices were revised, the quotations falling to 
a level approximating that at the beginning of the year. 
Subsequently, despite the production increase resulting from 
the abolition of plant operation cut, cotton goods market 
maintained a firm tone on the whole, there being such 
factors as the animation of the domestic demand and the 
sharp upswing of export due to the Suez tension. 


With the coming of 1957, quotations moved along 
smoothly as a whole supported by domestic demand ex- 
pansion and favourable export tempo but sagged in May due 
to the supply-demand unbalance arising from the large-scale 
expansion of production. Later, however, signs of recovery 
became manifest, taking into consideration the possible de- 
cline in production arising from indications pointing to a 
reduction of raw cotton import. 


On the other hand, the export price level has moved 
along a more or less steady curve during the first half of 
1956 due to the sharp upturn of export demand for Japanese 
cotton manufactures, the worldwide soaring of cotton quota- 
tions, etc. In and after the second half of the year, how- 
ever, prices sagged somewhat due to circumstances such 
as the procurement of raw cotton at bargain prices as result 
of the fire-sale of American cotton. The export cotton 
goods market has pursued a stabilized course due not only 
to cotton manufacture export displaying signs of animated 
activity despite the striking increase of production but also 
to the general cotton market—whose weakening was once 
forecast—revealing an unexpected firm basic tone, and 
further propped up by the unlooked-for expansion of domes- 
tic demand. 
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Import of Raw Cotton 


For the cotton industry of Japan, which depends almost 
entirely on importation for its raw cotton, the raw cotton 
import situation is one of the vital factors which is the 
key to its future. For the past several years, raw cotton 
accounted for approximately 64 per cent of the total tex- 
tile raw material import. But in 1956, the proportion drop- 
ped to 56 per cent due to the heavy increase of wool and 
pulp. But the volume of import increased strikingly on 
account of (1) the expansion of spinning facilities and the 
animated condition of cotton goods export and domestic de- 
mand, (2) the decline by about 25 per cent of the import 
price of American cotton between January and September 
due to the coming into operation of the American ‘cotton 
fire-sale, and (3) the improvement of the foreign currency 
situation, etc. 

The ginned cotton import volume for 1956 registered a 
postwar high of 1,325-million lbs., surpassing the previous 
year’s 972-million lbs. by 36.3 per cent. And the cotton 
linter import reached 109-million lbs., greatly exceeding the 
preceding year’s total of 72-million lbs. The grand total 
for the two categories reached 1,434-million lbs., 37.4 per 
cent above the figure for the year before. Raw cotton 
also holds the top position in import categories, accounting 
for 14.9 per cent of Japan’s total import. The raw cotton 
import volume for the 1957-58 fiscal year was originally set 
at 2,600,000 bales in the Foreign Currency Budget, a large- 
scale increase from the 2,330,000 bales earmarked in the 
1956-57 fiscal year. But a cut of 200,000 bales or more 
is anticipated due to the recent aggravation of the foreign 
currency situation. However, a final conclusion has not yet 
been reached in this regard, the question of the increase of 
the cotton loan from the United States still remaining to 
be considered. 

Conclusion 


The cotton industry carried out large-scale increase of 
spindles and output by taking a ride on the wave of pro- 
sperity of the national economy as a whole and it advanced 
along a very satisfactory course, efforts toward the im- 
provement of quality and reduction of cost having borne 
fruit. The question of the voluntary restriction of export 
to the United States has been tentatively settled between 
the American and Japanese Governments; there remains the 
fear that similar issues may also extend to other countries. 
International competition will become more intensified in 
the future in parallel with the advance of the cotton in- 
dustry. The cotton industry stands in a position which does 
not permit unconditional optimism as to its future prospects 
because there still remain numerous problems domestically 
such as: 

(1) The general economic situation, which hitherto 
had followed a favourable course, has seen the strengthening 
of the tight money policy due to the worsening of the 
balance of international payments; (2) Competition has 
become intensified between cotton, on one hand, and re- 
latively lower-priced rayon staples and other man-made fibre 
products, on the other; and (8) Cotton circles themselves 
have on their hands greatly expanded plant and produc- 
tion facilities. 

In order for the cotton industry—which has for many 
years held a high position in Japanese economic circles and 
whose trends exert a powerful influence upon the economic 
world in general—to continue to advance-in the future 
amidst the situation outlined above, it is necessary to exert 
greater efforts toward cost reduction through rationalization, 
qualitative improvement of products, development of new 
sphere of utilization, and to expand the domestic market 
pitting itself against other fibre products and to increase 
export. 
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In his speech before the branch managers of the Bank 
of Japan, Governor Yamagiwa gave utterance to his deter- 
mination to go on with the tight money policy for a long 
time. He said that the effects of the stringency measures 
have been obviously felt in so far as the distributing branches 
of business are concerned, but not so in the production 
stage yet. Still there is already springing up an argument 
in favor of modifying credit squeeze or expectation of easing 
of money, helped by anticipation of a rich harvest and the 
recent favorable turn in our balance of payments. But the 
situation demands that we shall make an end of such relaxed 
feeling, he said. He is even prepared to take stricter mea- 
sures for tighting the credit screws according to circum- 
stances. 

According to the Economic Planning Board, new orders 
for machinery received during last August totalled Y35,772 
million or 52.4% less than in July. Of this, orders coming 
from private enterprises, which may be taken as indicative 
of the equipment investment activity at home, amounted to 
Y21,910 millions or 64.6% less than July. This fact, the 
Board says, reflects the decline in private equipment in- 
vestments owing to stringency measures taken. 

The mining and manufacturing production, which hit 
the ceiling in June-July after having continued the ascent 
up to May, actually declined 4.2% compared with the pre- 
vious month in August with the index at 251.5 (1934-36= 
100) according to the Economic Planning Board. This is 
a fall to the level of last April. which may be explained by 
a noticeable tendency of late for demands in some indus- 
trial lines to keep almost stationary as is evidenced by a 
gradual increase in the stocks of goods, and partly by 
seasonal factors. 


The banking results for the first half of the business 
year 1957 (Apr.-Sept.) of all banks of the country show a 
huge increase in loans during the period of Y420,500 mil- 
lion, which nearly equals to the extraordinary gain in the 
same period last year of Y461,300 million. Although strin- 
gent monetary policy was put into effect since May last, 
it did not yet have sufficient influence upon industrial acti- 
vities during the period and demands for funds continued 
enormous. Deposits, on the other hand, were very slow 
in expanding, which is especially true with big city banks, 
and their “over-loaned” conditions are more conspicuous 
than ever. 


According to the Finance Ministry and the Bank of 
Japan, our foreign exchange receipts in the first half of 
the current fiscal year (Apr.-Sept.) totalled $1,819 million 
and payments $2,313 million, resulting in a big balance 
of payments deficit of $494 million, which is some $400 
million more than the previous half-year (Oct., ’56-March., 
757). Should payments made for debts in the form of 
deferred payments be deducted, the real balance of pay- 
ments deficit for the period amounted to $358 million. 


According to the Ministry of Agriculture and Forestry 
on crop conditions as of Sept. 15, the output of rice this 
year will amount to 76,810,000 koku (1 koku equals to 5 
bushels roughly), which is 5,610,000 koku greater than the 
average year and 4,150,000 koku more than last year’s 
yield. Though 5,740,000 koku less than the bumper harvest 
of 1955, the second biggest harvest in our history now 
seems assured, and rich harvests for 3 successive years would 
be recorded. 


PEKING’S INTERMINABLE PROBLEMS 


It was stated that there had been lively discussions at 
a session of the Central Committee of the Chinese Com- 
munist Party which ended in Peking on October 9 and was 
addressed by Chairman Mao Tse-tung—the text of whose 
speech has yet to be published. These discussions related 
to the many aspects of the Rectification campaign. and to 
the necessity of improving the systems of industrial and 
commercial management—severely criticised by many of the 
industrialists—and also improving the financial system. New 
Regulations were approved together with a new definition 
of central and local financial powers. Major attention was 
also devoted to the much-revised Twelve-Year Agricultural 
Programme, which was once again revised, no doubt in the 
light of the further natural disasters reported earlier in 
the year and the widespread drought covering the whole of 
North China and even parts of the country to the south 
of the Yangtze. In some areas there had been no rain 
for three months or more, and the peasants, mobilised in 
countless millions all over the land, were almost in despair 
in some areas about the sowing of the winter wheat. 


Man-handling of water for irrigation must have reach- 
ed proportions almost without parallel in the past, and the 
Peking People’s Daily quoted peasants as exclaiming, follow- 
ing day after day of tireless labour: “When will the day 
come when we can emerge successful from our task of 


drought fighting?” In some areas in Anhwei, they are 
refusing to work till rain comes. If the peasants mutter 
that the mandate of Heaven has been withdrawn from the 
regime, which has suffered an unprecedented succession of 
calamities, they cannot but acknowledge the almost ruthless 
drive brought to play on the scene by the Party officials, 
who appear to have organised the entire countryside to 
the last man, woman and child in an effort to beat hostile 
Nature. 


The Party organ admitted that much of the success or 
failure of the first year’s agricultural production of the 
second five year plan (which begins in 1958) would depend 
on the outcome of this tense struggle in the Chinese 
countryside, and certainly the lives of not less than 100 
million peasants are being vitally affected. After the Cen- 
tral Committee had made its decisions the draft National 
Programme for Agricultural Development was presented 
for discussion to a joint meeting on October 16 of the 
standing committees of the National People’s Congress and 
the CPPCC. Tan Chen-lin, a member of the Secretariat 
of the Central Committee, reported on the draft programme 
which has been refused several times ds a result of salutary 
experience in the past two years. The plan later goes be- 
fore the lower levels for the guidance of the peasants and 
for further revision if necessary before going to the Party 
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Congress for final approval and then to the State Council 
and the N.P.C. 

There was, of course, no retreat of the Party line. Ex- 
perience in the past two years, argued Tian Chen-lin, proved 
that the Socialist direction and fundamental contents for 
agricultural development set out in the draft programme 
were correct. He added that households enrolled in co- 
operative farming had reached 97% of the total households 
and those in fully-Socialist co-operatives 93.7% Many co- 
operatives had worked out their own plans of development 
since the draft was issued, and it was asserted that grain 
output had gone up 7% m. tons in 1956 despite the most 
serious natural troubles since 1949. 


The General Secretary of the Central Committee (Teng 
Hsiao-ping), presented his 10,000-word report to the Com- 
mittee on September 23. It was published in the Peking 
People’s Daily on October 19 and covered practically the 
whole situation, from the rectification campaign and the 
struggle against the rightists to the struggle in the country- 
side, and to conditions among the working class, the 
minority nationalities, the armed forces, the Party and the 
Young Communist League, and finally, to plans for the 
revision of the industrial, commercial and financial systems. 
He revealed, in the latter connection, that the Politburo 
submitted to the plenary session of the Central Committee 
three documents concerning these systems. The spirit 
underlying the documents was to shift part of the power 
to lower levels so as to release local initiative, strengthen 
the leadership of various enterprises and public institutions, 
and overcome subjectivism and bureaucratism. At the same 
time, said the report, it would not impair unified leadership 
and major construction projects. ‘This change definitely 
means an improvement upon the present systems,” said this 
report. ‘But the new regulations, too, will not be perfect. 
They need to be supplemented and improved in the course 
of being carried out. It should be noted that when some 
authority is shifted to lower levels, new contradictions may 
emerge and therefore greater attention to strengthening 
planning and co-ordination is required. Both Central and 
Local Authorities should take note of this.” 


The report went on to admit the gravamen of many 
eharges made against the Government during the recent free 
period of criticism. ‘The excessive number of functionaries 
in the Party and Government organs and non-productive 
personnel in enterprises and public institutions. and the in- 
flated and over-staffed organisations, have contributed to the 
growth of subjectivism and bureaucracy. There must be 
vigorous retrenchment. This retrenchment and reduction of 
non-productive personnel has a great significance for pre- 
sent national construction in three ways: First it will over- 
come subjectivism and bureaucracy which cause a departure 
from reality and alienation from the masses. Secondly, it 
will create a whole army of steeled functionaries who are 
devoted to the cause of Communism and can weather storms. 
Thirdly, it will saye considerable man power and money, 
strengthen the labour force, and the lower levels, and 
speed up construction work.” 

Details have yet to be released on the three documents 
revising the industrial, commercial and financial systems. 
But in general they appear to be a copy of the reforms 
recently introduced by M. Khrushchev in the Soviet Union, 
which had the dual purpose of downing his own rivals by 
breaking up their support among the technical bureaucracy, 
and of genuinely decentralising the unwieldy economic 
machine. Similar measures have been instituted in other 
Communist States where thé economy was highly centralised. 
Presumably the Chinese system of decentralisation took 
account of actual conditions in China and was also designed 
not 30 much to placate the critics as to remove the ground 
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from under their feet—perhaps as a preliminary to a purge 
that will affect much more than their stance! It is not easy 
as yet to see how the changes will work out. It is stated 
that the decisions taken by the Party Centre will give 
greater powers to the heads of the factories, banks or coin- 
mercial firms—presumably by reducing the arbitrary powers 
of the Party Committees and Party personnel where these 
do not actually run the enterprises. If so, it will be a 
notable and most acceptable change. But quite a lot of 
people even of the working class as well as members of 
the Party and the Young Communist League are to be 
purged because of their “bourgeois” parentage or ideology. 
Teng Hsiao-ping implied that the Party would be much 
tougher with the intellectuals than with the industvrialists, 
since he said that the “rightist” influence (i.e. criticism of 
the Party) was most marked in intellectual bodies—in 
universities, the Press, publishing houses and even Govern- 
ment bodies. He warned that it might take all of ten years, 
if not longer, to put them in the right frame of mind, and 
that rigorous control must be altered with ‘a certain gentle- 
ness.” 

The report revealed that at a conference with Party 
secretaries at Tsingtao last July Chairman Mao Tse-tung 
made “an over-all estimation of the nature and status of 
the rectification campaign and the anti-Rightist struggle, 
and put forward a clear policy for the further development 
of the movement, which is now developing smoothly along 
the lines mapped out by the Party’s central leadership.” 

The report described the current criticism of the bour- 
geois rightists as a “socialist revolution on the political and 
ideological fronts.’? The socialist revolution on the econo- 
mic front alone in 1956 (in the transformation of the means 
of production) was not enough, and it was not consolidated. 
If the Party failed to win victory in the current debate they 
would not be able to continue their advance. But if the 
Party won the debate the socialist transformation and con- 
struction would be greatly advanced. It was insisted that 
the development of the movement in the past four months 
and more (i.e., since the counter-offensive by the Party 
began) had conformed entirely to the analysis by the Cen- 
tral Committee and Comrade Mao Tse-tung, and “fully 
proves the correctness of the Central Committee’s policy.” 
The movement showed that it is necessary to wage a re- 
solute struggle against the bourgeois rightists and other 
anti-socialist elements in the urban and rural areas. “The 
attacks started by them against the Socialist road and the 
leadership by the CCP were hectic and vicious. They had 
their programmes, organisations and plans, and their aim 
was to restore Capitalism and rule by the reactionaries.” 
The movement showed that it is necessary to continue the 
socialist remoulding of the bourgeoisie and the bourgeois 
intellectuals, the petty bourgeoisie, and especially the well- 
to-middle peasants. Not a few of them still hanker for 
capitalism and dislike sccialism, and the leadership of the 
proletariat and the CCP over them is not yet consolidated, 
so that they provide a market for the activities of the 
rightists. It has also been shown that a large-scale move- 
ment of socialist education must be conducted among the 
working class and the poor and lower middle peasants. 
Educating these forces, who are the most determined in 
the defence of socialism, will enable them to carry on the 
struggle with better weapons. It will also prevent them from 
falling to bourgeois influences. Even among the party itself 
and leading functionaries of all levels a similar campaign 
is necessary. Full and frank discussions had revealed a 
large number of shortcomings in the work of the officials. 
“The elimination of the bourgeoisie is a fundamental ques- 
tion for the socialist revolution. The bourgeoisie, and 
especially its intellectuals, now constitute the main force 
that can challenge the proletariat. Politically they still 
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REPORTS FROM CHINA 


Agricultural Development Programme—The national pro- 
gramme for agricultural development during 1956-1967 
drafted by the Communist Party was issued for national 
discussion by the Central Committee two weeks ago. Fol- 
lowing national discussion, the new draft will go for ap- 
proval to the Communist Party Congress, then to the State 
Council and finally to the National People’s Congress. The 
programme covers agricultural production, peasants’ living 
conditions, pest control and hygiene, afforestation and poli- 
tical questions in rural areas and requires that the per hec- 
tare yield of grain in all areas and cotton in most areas 
should be more than doubled (grain: from 3,000 to 6,000 kilo- 
grammes in areas south of the Huai River; from 1,560 to 
3,550 kilogrammes in areas south of the Yellow River and 
north of the Yellow River and cotton from the national 
average of 262.5 kilogrammes to 300, 450, 600 and 750 kilo- 
grammes in areas of different natural conditions). 


Peking urged that although industry holds the leading 
role, the development of agriculture occupies an important 
position in China’s socialist construction, because agricul- 
ture supplies industry with food and raw materials while the 
countryside with over 500 million population provides for 
industry a big domestic market. Heading the 40 items of 
the programme is consolidation of the agricultural pro- 
ducers’ cooperatives as far as possible within the second 
five-year plan period ending 1962. Conditions given for con- 
solidating the cooperatives include maintaining the leader- 
ship within them of the poor and lower middle peasants 
with an appropriate number of upper middle peasants’ re- 
presentatives in the leadership; democratic administration; 


have status, capital and influence, and the proletariat needs 
their knowledge. But unless they firmly undertake socialist 
remoulding, clashes between them and the proletariat would 
be inevitable. The only way out for the bourgeois intel- 
lectuals is to remould themselves and serve the socialist 
economic base.”’ The rightist offensive showed that most of 
the bourgeoisie and bourgeois intellectuals were unwilling 
to accept the leadership by the proletariat and the CCP. But 
after three months of struggle in general there had been 
a decisive victory for the Party in the struggles in the 
democratic parties, in the universities and colleges, among 
other intellectuals, and in organisations at and above pro- 
vincial and municipal levels. -The principle of dealing with 
the rightists is one of combining a serious attitude with 
leniency. The political and ideological struggle must be 
thoroughly waged but the cases ought not to be handled 
too heavily, in order to continue to break up the ranks of 
the rightists and reform them. But leniency should not be 
so unlimited as to confuse the demarcation between the 
people and the enemy and between right and wrong. 


A new united front is necessary which serves socialism 
‘during the period of socialist revolution. The policy of long- 
term co-existence and mutual supervision among the parties 
should be carried out on the basis of the six standards, laid 
down by Mao Tse-tung in his original declaration on the 
handling of contradictions. The report added that “the 
opinion that the democratic parties and groups no longer 
have a role is erroneous.’”’ This seems to reveal the natural 
attitude of these groups as a result of what has befallen 
those of their number who ventured to criticise the Party. 
But clearly they are not to be allowed to withdraw them- 
selves in any way from “public life’ or from doing the bid- 
ding of the CCP, as so many might well prefer. 


running the cooperative frugally; raising the production and 
income of most cooperative members to that of upper-middle 
peasants by 1962; reasonable distribution of the income to 
the state, the cooperatives and cooperative members; and 
strengthening of ideological work. 

In developing production, the programme emphasises 
livestock breeding, development of many sided economy in 
hilly areas, afforestation of all suitable areas and the deve- 
lopment of fresh water and sea fishing. Emphasis is given 
to checking waterlogging on lower land and the building 
of medium sized and small projects, though big water con- 
servancy projects will be built where necessary. Irrigated 
area will be increased from 26 million hectares in 1955 to 
60 million hectares. Construction of hydro-power stations 
in rural areas is also emphasised and targets set for chemi- 
cal fertiliser production are five to seven million tons by 
1962 and 15 million tons by 1967. Peasant households (ex- 
cepting Moslems) are expected to raise an average 1.5-2 
pigs by 1962 and 2.5-3 pigs by 1967 and to increase the 
head of sheep as a means to provide more farm manure. 
Bacterial fertilizer and leguminous crops for fertilizer will 
be developed. 

Within the next five years existing improved seed 
strains should be popularised and new varieties bred and 
the proportion of double cropping acreage should be in- 
creased. Within the 12-year period a further 10.6 million 
hectares should be opened to rice paddies and acreages of 
other high yielding crops increased. In the same 12-year 
period farming techniques should be improved, alkaline and 
other kinds of unfavourable soil brought into cultivation, 
tangible results achieved in water and soil conservation and 
every farming cooperative equipped with enough strong 
draught animals. State farms are expected to expand their 
cultivated acreage of 86,000 hectares in 1955 to 600,000 
hectares within the period. 

The programme stipulates the general elimination of 
schistosomiasis, smallpox, plague, malaria, kala-azar. hook- 
worm, filarliasis, infant tetanus and venereal diseases, and 
prevention of other diseases. The target is set to defeat 
the following plant diseases and pests within seven to twelve 
years: locusts, rice borers, army worms, maize borers, cot- 
ton aphides, cotton red spider mites, cotton pink boll worms, 
wheat midges, wheat smut, wheat nematode disease, black 
rot on sweet potatoes, rats, sparrows, mosquitos and flies 
and check and control the spread of other diseases and 
pests. Rinderpest, hog cholera, fowl pests, contagious 
pleural pneumonia, foot and mouth disease, systicercus cel- 
lulosae, sheep pox and sheep scabies should be defeated in 
the same period. 

Research work in agricultural science is to be improved. 
The programme also stipulates that a network of weather 
forecasting stations and hydrological stations will be esta- 
blished within the 12-year period. The programme proposes 
that all cooperatives except those growing industrial crops 
should work out plan to keep a reserve of grains sufficient 
for consumption for three months and upwards depending 
on circumstances and the state will keep a reserve sufficient 
for one to two years. The principle of equal pay for equal 
work of men and women will be rigidly adhered to, and 
public health organisations will train midwives for the rural 
areas, popularise modern methods of delivery and mothers 
and child welfare. Birth control will be introduced in 
densely-populated areas. 


’ Aid to Peasants—State expenditure on agriculture dur- 
ing the first five-year plan period will reach 12,800 million 
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AMERICAN INVESTMENT PROSPECTS IN HONGKONG 


Forty prominent American business and industrial exe- 
cutives recently paid a brief visit here to study investment 
possibilities in Hongkong. The first-hand information they 
obtained from local industrialists, businessmen and govern- 
ment officials may influence their decisions on the matter. 
It should be a favourable one if they share with us the 
confidence in the future of Hongkong. From both political 
and economic points of view, Hongkong is more stable than 
any other territory in the Far East with the exception of 
Japan. But Hongkong has some advantages over Japan. 
Mr. P. Y. Tang, managing director of Hongkong South Sea 
Textile Manufacturing Company who together with Mr. G. E. 
Marden, chairman of Wheelock Marden and Company, re- 
presented Hongkong at the recent International Industrial 
Development Conference in San Francisco, enumerated the 
advantages of Hongkong to prospective foreign investors as 
follows: 

“The free port of Hongkong is one of the very few 
which has remained completely faithful to liberal economic 
policies of free enterprise and free trade. Duties are con- 


yuan (equivalent to 1,800 million pounds sterling), accord- 
ing to the Ministry of Agriculture. This is more than 80% 
of the agricultural tax collected during the same period. 
During the period, the state also set up 350 tractor stations. 
Agricultural taxes paid to the state in the form of grain 
have decreased in proportion to the total output due to 
the unchanged rate of the agricultural tax and increased 
production. In 1956, the agricultural tax in kind was 
1.4% less than in 1952. At the same time the purchasing 
price of agricultural products has been raised. The pur- 
chasing price of grain last year was an average of 12.9% 
more than in 3952. 

Chemical Industry—A new centre of the chemical in- 
dustry in Kirin by the Sungari River started production last 
week. The centre comprises three plants—a chemical ferti- 
liser factory, a calcium carbide factory and a dyestuffs 
factory. The chemical fertiliser plant will later devote part 
of its main product, synthetic ammonium, to the making of 
synthetic fibres. The products of the calcium carbide plant 
will serve as raw materials for producing artificial fibres. 
plastics and synthetic rubber. The dyestuffs plant will pro- 
duce indanthrene blue and about 30 dyestuff intermediates. 
This will make China in the main self-sufficient in indan- 
threne blue. 

5,000 people in 16 designing institutes in the Soviet 
Union took’ part in designing the centre. Equipment for 
these plants came from more than 200 Soviet factories. The 
Sungari River and the Fengman Hydro-Electric Station up- 
stream provide abundant water and cheap electricity for 
these chemical works. This centre will be further extend- 
ed during the second five-year plan period. 

Motor Cars—The motor vehicle factory in Changchun 
is planning to produce six-seater passenger cars. Produc- 
tion of medium and heavy lorries and tip lorries has also 
been planned. More than 100 designers are now at work 
on the new six-seater. They are making tests on a variety 
of foreign cars including the Mercedes, Simca, Ford and 
Skoda. The preliminary layout for the new car will be 
fixed early next year and the process of designing and tool- 
ing up would take about four years. Improvements are 
being made to the present ‘‘Liberation” lorry to make it 
more suitable to Chinese climatic conditions and bring it up- 
to-date. Next year the factory plans to build 13,000 lorries, 
nearly double this year’s number. 


fined to five commodities only (liquor, tobacco, hydro- 
carbon oils, toilet preparations and proprietary medicines 
and table waters). Available are reasonably good banking, 
shipping, insurance, warehousing and stevedoring services. 
A free exchange market is in operation and foreign in- 
vestors may freely remit profits to any place or repatriate 
capital any time. Cost of living is quite stable and profits 
tax, first introduced in 1946, has remained since 1950 at the 
comparatively low level of 12.5%. Above all, there are 
freedom of movement, freedom of speech and the rule of 
law, all so essential to stability and security on which trade 
depends.” 


The development of local industries, after recording 
a spectacular progress during the past four years, has 
reached a point where further growth is difficult, if not im- 
possible, without stimulation from the outside. At present, 
major problems of local industries are lack of adequate 
capital, ignorance of advanced production technique and 
difficulty in marketing. 


In spite of the fact that very large amounts of money 
are seeking investment possibilities here, only a fraction of 
it flows into the industrial field. Most investors are re- 
luctant to pour money into manufacturing projects because 
sinking of capital in machinery and equipment does not bring 
quick returns. With the exception of a few large factories, 
most establishments could not get credits readily from local 
banks; they are forced to obtain loans from private financiers 
at a monthly interest rate of 1.2% to 1.8%. Consequently, 
the majority of small and medium factories here could not 
possibly replenish raw materials at the right time of the 
year from the right source in order to plan production in 
advance. Instead, they were forced to buy raw materials 
with borrowed money from any available source after for- 
ward sale of their products. Thus, a sudden rise in raw 
material prices on the market could force a factory into 
bankruptcy or compel the manufacturer to produce shoddy 
goods. This system of production also makes it difficult to 
keep the quality uniform and has led to a practice of de- 
livering goods often in breach of samples submitted. 


The present financial difficulties of local industries, if 
not eased by new investment, could only be solved by the 
establishment of an industrial bank as suggested many times 
by this publication and recently in the Review of January 
8, 1957; page 25. An industrial bank could issue shares to 
absorb idle capital, investigate and finance the needs of 
established industries, and invest in new projects. However, 
it appears that attracting American capital might be easier 
than persuading local financiers and other interests to or- 
ganise the proposed industrial bank. Anyway, it might be 
much simpler for a local factory to approach an American 
firm for financial and technical cooperation at the same 
time. 


It must be emphasized nevertheless that technical as- 
sistance is as essential as, if not more important than, finan- 
cial help in developing local industries. With the exception 
of very few establishments, factories here are still managed 
by unqualified personnel who do not even know what pro- 
duction engineering is; waste of labour and raw material 
is prevalent and improvement of manufacturing processes 
and procedures has seldom been considered. American 
know-how is definitely wanting. The introduction of scienti- 
fic production procedures alone could increase the produc- 
tivity of local workmen thus cutting down on production 
cost and improving the living standard of the working class 
at the same time. 


596 


Another important aspect of American investment in 
Hongkong industries is that it could strengthen the market- 
ing ability of local establishments. For example, if local 
shirt manufacturers had cooperated with American firms in 
developing exports to US, the rejection of local shipments 
on account of poor quality could have been prevented. 
Perhaps the most successful local enterprise which exports 
its products almost exclusively to US is the Mandarin Tex- 
tiles. Its success has been built on the close cooperation 
between the Chinese partner who scientifically runs the 
mill and the American partner who adroitly handles the mar- 
keting in US. 

There are many possibilities for HK/US cooperation in 
local industries. For example, popular oriental items such 
as embroideries, drawn lace work, rattan and carved hard- 
wood furniture, carpets and rugs, silk piecegoods, ivory 
carvings and other Chinese handicrafts are not yet produced 
in sufficient quantities even to meet the demand from US 
alone. Quality standard is also difficult to control and many 
consignments have been rejected because they were not up 
to sample standard. American capital could expand local 
enterprises and American know-how could improve the quali- 
ty and cut down the cost of these popular oriental goods 
for American buyers. 


The abundance of cheap labour in Hongkong can also be 
utilized to assemble American-patent products here. Ameri- 
can refrigerators are already imported without outside 
paint-work and are spray-finished into any colour by local 
workmen. American antibiotics will be manufactured here 
very soon. There has been much talk about the establish- 
ment of an assembling plant here for American automobiles 
but so far this project has not materialized. But there are 
many other possibilities; for example, American air condi- 
tioning units could be assembled here with even some of the 
parts made locally in order to cut down the price to about 
$1,000 for an one-horsepower unit. American radio sets, 
pick-ups and other electric appliances could be produced 
here for local consumption as well as for exports to SE 
Asia. In short, any American merchandise which can make 
use of local labour in its production may be partially manu- 
factured or assembled here at a much lower cost. 


Up to the present however the actual flow of American 
capital into local industries and the extension of American 
technical assistance to local factories remain stagnant. It 
seems that Hongkong industrialists are not taking enough 
initiative in seeking American financial and technical assis- 


HONGKONG 


High Land Sale: Two lots of Crown land, one situated at 
Nathan Road, Kowloon, the other in the Kun Tong Area, 
were sold by public auction at the Crown Lands and Survey 
Office last week. The first lot in Nathan Road, where the 
Nathan Theatre and later the Nine Dragons’ Club were 
formerly situated, was sold to two separate parties, Mr. 
Fok Ying-tung and Mr. Ching Chun-kan of Kiu Cheong 
Shun Investment Company Limited, and to Mr. Liu Po- 
shan, of the Liu Chang Hing Bank. The upset price of the 
lot was $1,836,000 and it was sold for $3,174,000 after 
an hour of vigorous bidding. The cost per square foot 
was $260. A very high price indeed. 


The site, known as Kowloon Island Lot No. 7335, com- 
prises about 12,240 square feet and is restricted to residen- 
tial purposes only. There is a building covenant of $2,000,- 
000 to be fulfilled within two years. The old spacious build- 
ing which: was the former old theatre and later used as the 
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tance. According to Mr. Guy Long of the American Con- 
sulate General, Economic Section, many local factories have 
been seeking assistance from his office to contact buyers 
in US but no one has yet enquired for possible American 
investment in Hongkong. 


US Department of Commerce Bureau of Foreign Com- 
merce helps industrialists in foreign countries to contact 
American investors. The Bureau publishes a bulletin (chiefly 
for circulation among US industrialists) listing investment 
opportunities abroad. Here are a few recent items: 


Belgian Hardware Firm wants Licensor— ...... ; 
manufacturer and exporter of ..... wants a licensing 
arrangement with a US firm for manufacture in Belgium of 
related products. The company reportedly specializes in 
manufacture of Factory facilities include...... 
The firm also will consider capital participation in a joint 
venture operation. 


Proposed Pulp, Paper Mill in Manitoba offers Cpportuni- 
ty—An opportunity for investment in the form of technical 
assistance for a pulp and paper mill in Manitoba is offered 
by the Department of Industry and Commerce, of the Provin- 
cial Government of Manitoba, Canada. No capital invest- 
ment is sought. 

Turkish Firm wants Investment for Textile Mill Ex- 
pansion—The Turkish firm of consulting engineers 
and contractors, seeks US capital, machinery, equipment and 
technical know-how for expansion of cotton and weaving 
mills at A spinning mill with 25,000 spindles, a 
weaving mill with 200 looms and equipment for dressing, 
dyeing, mercerizing and gauzing are planned on a partner- 
ship basis. 


Machinery, Technical Assistance sought by Indian Switch 
Maker—Technical assistance, machinery and equipment for 
production of is sought by the Indian firm 
for establishment of a factory near Calcutta. 
quirements are estimated at approximately US$ 
which is available from Indian sources. 

There are many other examples of cooperation with 
American investors but the four listed above are nearer to 
Hongkong’s wants. Businessmen in Belgium, Canada, Tur- 
key and India have considered it wise to cooperate with 
American investors; Hongkong manufacturers could enter 
into similar partnerships. Local factories which lack capi- 
tal for expansion and have difficulty in pushing sales in US 
markets ought to take steps to contact American business- 
men and industrialists. 


Capital re- 


— Ricardo 


NOTES AND REPORTS 


Nine Dragons’ Club for Servicemen’s recreation, was de- 
molished about nine months ago. 

The lot in Kun Tong, with an area of 300,000 square 
feet, was sold to Mr. Winston Yu-ta Woo and Mr. Hung 
Ting-chang, of the Fibres and Fabrics Industries Limited, 
1050, Alexandra House, Hongkong for $755,000. The lot 
is to be used as a woollen textile factory. Lots for in- 
dustrial buildings are now sold regularly. 

A New Kaolin Mine: The Ha Tsuen Kaolin Mine, for 
the development of which a syndicate is being formed, is 
situated in the Ha Tsuen area of the New Territories within 
% of a mile of the sea-front at Deep Bay (Hau Hoi Wan). 
There is no main road from the Castle Peak Road, say from 
the Ping Shan District, to the property, only a cement 
foot-path which traverses the paddy-fields to within a 
short distance of the mine. Therefore all traffic of a heavy 
nature will be by sea. This is in itself an advantage 
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especially from the point of view of the export of the pro- 
duct. Again owing to the shallowness of the Deep Bay at 
this point, it will be essential to construct a type of jetty 
for the handling of heavy cargo, ete. As the territory in 
this district is virgin (there is a small squatter hutment 
nearby the property situated on the beach where the in- 
habitants are chiefly engaged in breading oysters) it will 
be necessary, therefore, to erect workers quarters, drying 
sheds etc. and on or near the beach a godown to store the 
product for shipment. There should be no difficulty, at the 
present time, to procure and erect inexpensive quonset huts 
for those purposes. There is a rapidly flowing stream on 
the property which carries extremely clear and _ potable 
water. This stream flows all the year round. 


This deposit of Kaolin is extensive and the quality of 
a high grade. Analysis from Japan of samples taken from 
several areas results in an average of Alumina 38.4%; Iron 
(as oxide) 0.03%. It can be classified as a pure white 
Kaolin clay. It occurs as a very firm, soft clayey material, 
crumbling to powder when pressed between the fingers. 
Greasy feel and argillaceous smell. It is used in the manu- 
facture of fine porcelain and China-porcelain fittings and 
insulators and as fillers in the paper, rubber and paint in- 
dustries. 


It is proposed that the mine be worked initially in a 
primitive way, employing unskilled labour with hand tools, 
the object being to export the dried product as it is ex- 
tracted from the mine. This would offer the double ad- 
vantage of having the mine opened up and getting actual 
production started with a minimal initial outlay, while 
deriving a good profit on the sale of the extracted product, 
almost right from the start of operations. As a next step 
it is proposed to erect a pilotplant with inexpensive, locally 
make kilns etc., for the production of insulators, porcelain 
plates and other easily manufactured items. In the mean- 
time new connections would be cultivated both locally and 
abroad and negotiations conducted with all interested 
parties, with a view to proceeding to the proposed final 
stage of operations, i.e. manufacture of various types of 
porcelain ware, on a gradually increasing scale. 


Education: An interesting feature of the Colony’s educa- 
tional activities during the quarter ending September was 
the growth in the number of private dressmaking and tailor- 
ing schools, the attendance at which indicates that they are 
meeting a real need. At present there are nine dress- 
making and tailoring schools which provide the housewife 
with an interesting occupation and enable her at least 
partially to take up this training as a means of livelihood, 
intending to sell their products either locally in small shops 
or abroad. 


There appears to be a shortage of suitable teachers 
for the upper form in Anglo-Chinese schools. Twenty-five 
private schools were opened during the quarter under review. 
These included 14 primary day schools, a tailoring school, 
a secondary evening school, seven primary evening schools 
and one special afternoon class. Four primary day schools, 
two primary evening schools, two technical evening schools 
and five special afternoon classes closed during the same 
period. There was a general rise in enrolment figures of 
private schools. In the lower primary classes, however, the 
figures showed a decrease. Well organised kindergarten 
schools maintained full enrolment. The course of training 
for kindergarten teachers had a successful year and all the 
20 first-year students were promoted to the second-year 
course which began in September. 


The number of children studying in all types of schools 
in the Colony at the end of September totalled 353,080, an 
increase of 21,912 over the figure recorded in the previous 
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quarter. Of the total, 37,407 children are attending 
Government schools, 17,451 grant-in-aid schools and 88,447 
subsidized schools. The remaining 209,775 are attending 
private day and night schools and special afternoon classes. 


Manila Smuggling: Large-scale smuggling of jewellery 
and other contraband from Hongkong to Manila, master- 
minded by Filipino businessmen, was bared by the Con- 
stabulary in Manila, who unearthed the racket by infiltrat- 
ing a ranking intelligence officer into the ring who recently 
returned from Hongkong with US$700 worth of smuggled 
jewellery consigned to a Filipino businessman. The Con- 
stabulary was also investigating the possibility of a smuggl- 
ing syndicate tied up with Communists. 


The authorities in Manila are ever more aroused by the 
unbridled smuggling conducted by Philippine nationals. 
Hongkong and Tokyo are focal points for this ‘business’. 
Peso deterioration is to some extent due to this smuggling. 


Unfair Trade Practices: Once again Mr. F. W. Kendall 
has done the community a service by pointing ot in a 
letter to the leading British daily, the South China Morning 
Post, the harm done to Hongkong’s exports by merchants— 
if they can be called at all by this name—who have, in 
collusion with persons in South Vietnam, engaged in dis- 
reputable practices. These malpractices, in the words of 
the editorial writer of the South China Morning Post, have 
gravely discredited the good name of Hongkong. “This is 
no new complaint, nor has there been any lack of awareness 
by the responsible members of the Colony’s trading communi- 
ty or by Government of these malpractices. The Chairman 
of the Hongkong General Chamber of Commerce two years 
ago expressed concern about the growth of unscrupulous 
manufacturers and exporters who connived at selling indiscri- 
minately products below specification, and more than once 
the Governor has deemed it necessary to exhort Colony 
traders to maintain honesty and integrity in their dealings. 
The great majority of our manufacturers and exporters faith- 
fully apply the highest principles, and as is usual, it is the 
few black sheep which besmirch the Colony’s good name and 
seriously impair our trading relations with other countries. 
Mr. Kendall’s figures, quoted from official sources, of Hong- 
kong’s lost trade with Vietnam €onstitute an alarming exam- 
ple of this. A one-time substantial, and expanding market, 
has in the course of two years reached vanishing point, 
due in no small part to the discovery by the Vietnam au- 
thorities of trading malpractices between unprincipled busi- 
nessmen in Hongkong and Vietnam. A_ subsequent official 
decree has virtually banned any sort of goods from the Colony 
entering Vietnam. This is a deplorable state of affairs and 
one which, as our correspondent points out, may have re- 
percussions in other South-East Asia areas. In the case of 
Vietnam, these shady deals have mulcted American aid 
funds, which makes the operations even more reprehensible. 
Postwar history has shown that aid funds are vulnerable 
to misappropriation; memories of the misuse and criminal 
re-channelling of C.N.R.R.A. allocations, both money and 
materials, are still fresh. That knowledge does not make 
any less the shock and discomfiture of discoyering that cer- 
tain types of Hongkong traders are prepared to cheat the 
Vietnamese out of the aid which they so sorely need and 
which America has so generously advanced. It is despicable 
behaviour.” 


“Hongkong has lost a $30 million a year market, and 
it cannot afford to do so. Nor does the corfort offer 
itself that this can be readily regained. It is difficult to 
restore good faith when that has once been forfeited. Yet 
the case of Vietnam demonstrates that the unscrupulous 
traders who are operating in Hongkong, insofar as the 
Colony’s interests are concerned, are dangerous men. ‘Their 
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HONGKONG GOVERNMENT REPORTS 


RESETTLEMENT 


The Squatter Problem, 1947-55: The squatter problem 
first became serious in 1947 when large numbers of im- 
migrants from China were unable to find accommodation 
in Hongkong, partly because many buildings had _ been 
damaged or destroyed during the war. Many immigrants 
were pre-war residents of Hongkong and numbers of them 
built wooden shacks on bombed sites in urban districts. 
These sites thus became a health and fire risk and Govern- 
ment took action in 1948 to require these squatters to 
move to sites on the fringes of the urban areas where they 
would cause less of a nuisance. 


The stream of immigrants continued to increase how- 
ever and became almost a flood in 1949 after the defeat of 
the Nationalist Forees in South China. By year-end, the 
population of Hongkong increased from the 1945 figure of 
600,000 to at least 2 million, of whom about 300,000 were 
in squatter areas. In January, 1950 the first big squatter 
fires rendered 20,000 persons homeless in the Kowloon City 
district. This fire demonstrated that these large squatter 
areas were a menace to the Colony as a whole; they pre- 
sented a serious and increasing fire hazard and the appalling 
sanitary conditicrs in them were a threat to public health. 
Moreover, every squatter fire was a costly business to the 
tax-payer because it resulted in considerable government 
expenditure on emergency relief including free feeding of 


elimination seems to call for concerted action by Govern- 
ment and tne responsible businessmen of the Colony. Con- 
tinued existence of these shysteis threatens our general 
overseas trade. Restrictions imposed officially in other 
countries either for political ov economic reasons have to 
be accepted with the best grace possible, but when bans 
against Hongkong products are applied because of trading 
malpractices by a few individuals, it becomes imperative 
that those offenders be tracked down and their operations 
stopped. No easy solution suggests itself, though it would 
appear there is room for a more energetic campaign to 
be underte:en by our three chambers of commerce.” 


“Not only the Colony’s integrity, but its future trade 
is being compromised by dishonest operators. It is not 
sufficient to deplore the situation thus created. If the 
existing machinery to prevent trading malpractices is in- 
sufficient to accomplish that task effectively, it is clearly 
time it was strengthened, even if that involves temporary 
irconvenience to all those engaged in handling Hongkong 
commodities for export.” 


Shipping: Tne ms Chekiang, the third of a class of 
seven ships built for the China Navigation Company by the 
Taikoo Dockyard, left here for Japan on her maiden 
voyage last week. In most respects the new vessel is 
similar to her sister ships, the Chungking and Chengtu. 
Her principal dimensions are: length 390’, breadth et aes 
depth 33’ 6”. There are five cargo holds (one of which 
is a Ceep tank) with a total capacity of 377,949 cubic feet 
grain, and 341,544 cubic feet bale. There are also four 
tanks of approximately 60 tons capacity each for the car- 
riage of vegetable oil or latex in bulk. The main engine 
operates on boiler oil and develops 4,450 B.H.P. at 115 
R.P.M. giving a service speed of 14.25 knots. 


OF SQUATTERS 


thousands of persons for several months. The most serious 
aspect of this squatter problem, however, was that almost 
every sité required for permanent purposes such as housing, 
schools, clinics, hospitals or for sale by public auction, was 
occupied by squatters and could not be developed until 
squatters were cleared. 


The decision taken by Government was to establish 
resettlement areas into which the squatters could be gradual- 
ly moved. There they would be offered sites on which 
they could build themselves new huts or one-storey cottages. 
at their own expense. The more centrally situated areas 
such as Homantin and King’s Park were known as approved 
areas and in these the cottages had to conform to certain 
minimum standards and no wooden huts were allowed. 
Others, such as Chai Wan and Ngau Tau Kok, were known 
as tolerated areas and were for the poorer squatters who 
could not afford to do more than build new wooden huts 
or rebuild their existing ones. It was hoped at the time 
that those squatters who were finding it hard to make a 
living in Hongkong would return to China when conditions 
there became more normal. 


In 1951 it was decided that the administration of these 
resettlement areas should become the responsibility of a 
Division of the Urban Services Department which would 
work under the general direction of the Urban Council. 
The screening of squatters to determine their eligibility 
for resettlement, the clearance operations and the squatter 
prevention patrols still however remained the province of 
other departments. Progress was slow, chiefly because the 
majority of squatters either could not afford to build the 
type of cottage required in an approved area or because 
they were unwilling to move to the outlying tolerated areas. 
which were far from their places of work. To speed up 
development of the approved areas the Urban Council al- 
lowed contractors to build cottages for sale to persons 
eligible for resettlement. This system was not a success 
for various reasons, one of which was that the majority of 
squatters could not afford to pay the price asked by these 
contractors. 


In September, 1952, another solution was tried when 
a non-profit making organization was formed to build cot- 
tages in resettlement areas. This Hongkong Settlers 
Housing Corporation the board, of which consisted of public- 
spirited business and professional men, was partly financed 
by Government and partly from funds subscribed by the 
public. It eventually built over 1,500 cottages which will 
become the property of their occupants after monthly hire- 
purchase payments have been made for seven years. By 
December, 1953 a total of 45,000 persons had been resettled 
by these methods when the disastrous Shek Kip Mei squatter 
fire occurred on Christmas night and over 53,000 persons 
were made homeless. This was a serious crisis. Not only 
were the usual emergency relief measures put in hand at 
once, but it was decided that public funds must be used 
to build temporary two-storey buildings on the fire site 
as a matter of urgency. 


Meanwhile the Urban Council appointed an Emergency 
Sub-Committee which came to the conclusion that the exist- 
ing measures were not producing quick enough results and 
that there was not enough land available to house the re- 
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maining squatters in  one-storey buildings. The solution 
proposed was the construction of six or seven-storey build- 
ings by Government. A second important recommendation 
was that a new department should be created which would 
be responsible for all matters connected with the clearance 
of squatters and their resettlement,.a responsibility which 
had previously been divided between three separate de- 
partments. These recommendations were accepted by 
Government and Mr. D. R. Holmes was appointed Com- 
missioner for Resettlement in April, 1954. The new depart- 
ment’s immediate task was to resettle the many thousands 
of Shek Kip Mei fire victims still in huts on the streets. 
Within a few months not only was accommodation for 
36,000 persons provided in 2-storey temporary buildings 
on the fire site but sketch plans were produced for eight 
six-storey resettlement buildings which were also to be 
erected at Shek Kip Mei. 


No sooner had the Shek Kip Mei fire victims been re- 
settled, however, than another serious fire occurred on 
July 22, at Tai Hang Tung, north of the Boundary Street 
Sports Ground. Once more the streets were full of fire 
victims and once more immediate action was taken to level 
the fire site for redevelopment. By now, however, sketch 
plans and working drawings for the multi-storey buildings 
at Shek Kip Mei were ready and it was therefore decided 
that as many similar buildings as possible should also be 
erected on the Tai Hang Tung fire site which was fortunate- 
ly an almost level valley bottom. 


As a result of the decision to use public funds for the 
development of the Shek Kip Mei and Tai Hang Tung fire 
sites, the squatter problem at the end of March, 1955 
presented a very different appearance from that of fifteen 
months earlier when the Shek Kip Mei fire had occurred. 
At Shek Kip Mei the temporary two-storey buildings pro- 
vided accommodation for 36,000 persons and there were an 
additional 18,000 in six-storey blocks, while at Tai Hang 
Tung eight seven-storey blocks had been completed and 
these would house 24,000 persons, 6,000 more than the 
number of fire victims. The cottage areas had also been 
developed to provide housing for an additional 13,000 per- 
sons. The fact that it had been found possible to provide 
more accommodation on the Tai Hang Tung fire site than 
was needed for the persons formerly living on that site was 
extremely fortunate as it was this spare accommodation 
which at last enabled the department to initiate a pro- 
gramme for the clearance of many large sites, the presence 
of squatters on which was holding up the development of 
the Colony. 


The Multi-Storey Estates: The experience gained in 
the problems of multi-storey resettlement had by April 1955 
shown conclusively that a practical solution to the squatter 
problem had at last been found. The speed with which the 
problem could be solved would henceforward depend almost 
wholly on the speed with which multi-storey buildings could 
be built. The decision was therefore taken to press on 
with the construction of multi-storey buildings as rapidly 
as possible. Four more schemes which would provide ac- 
commodation for over 60,000 persons were approved and 
work was started on all four schemes simultaneously. The 
first of these new schemes was at Li Cheng Uk where one 
very large building had already been completed. This 
made it possible for the department to clear and resettle 
the squatters occupying the remainder of this 16 acre site, 
a part of which had already been cleared by fire. By the 
end of the year an additional five blocks containing over 
3,500 rooms had been completed and work on four of the 
five blocks of Stage II was well advanced. In July, during 
the course of site excavation, an ancient tomb was dis- 
covered which proved to be of great historical interest. The 
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Government therefore decided that the tomb should be per- 
manently preserved, and should be surrounded by a large 
open space. The number of sites for multi-storey blocks 
at Li Cheng Uk was thus reduced from thirteen to eleven. 
Further squatter clearances in December, however, made 
available an additional adjoining site which the Govern- 
ment agreed to allocate in lieu of the sites surrendered. 


The second scheme was for the development of a 7 
acre site as an extension to the newly completed Tai Hang 
Tung Estate. This site was occupied by a number of sub- 
stantial structures, including a film studio, in addition to 
1,650 squatters. By June it had been clearel and piling 
commenced shortly afterwards. Four of the six buildings 
had been completed by the end of March 1956 and the 
other two were nearing completion. This extension will 
increase the capacity of the Tai Hang Tung Estate from 
24,000 to 37,000 persons. Work was also started on the 
removal of a large part of Tai Wan Hill, Hung Hom, which 
will provide the site for the third project, a new estate of 
four blocks of 1,848 rooms. By the end of the year the 
site for the first two blocks was nearly ready and work was 
about to start on the site for the third and fourth blocks. 


The fourth project was the first stage of a scheme to 
construct seven-storey buildings in place of the emergency 
two-storey buildings built on the Shek Kip Mei fire site 
early in 1954. Three new seven-storey ‘H’ blocks are now 
being built and these will be used to accommodate the per- 
sons now occupying 22 of the two-storey buildings which 
will then be demolished to provide the site for Stage IU 
of the redevelopment scheme and also the site for a large 
Polyclinic. This building programme had by the end of 
March 1956 provided for about 38,000 more persons with 
the result that the population of the multi-storey estates 
rose from 30,298 on 1.4.55 to 68,657 on 31.3.56. These 
figures (lo not include the 36,747 persons still occupying the 
temporary two-storey buildings at Shek Kip Mei. 


The schemes at Li Cheng Uk, Shek Kip Mei, Tai Hang 
Tung and Hung Hom on which work is still in progress 
will provide accommodation for an additional 37,000 per- 
sons before end of 1957. All these estates are in Kowloon, 
partly because it is in Kowloon that the squatter problem 
has been most serious, and partly because no suitable 
large sites which could be developed without great cosi 
are at present available on Hongkong Island. 


It is perhaps not generally appreciated that these 
seven-storey resettlement buildings are a permanent asset 
to the Colony, the expenditure on which future generation: 
of taxpayers will have no cause to regret. They have 
been designed in such a manner that they can easily be 
converted into self-contained flats of a type for which there 
will always be a demand. The total amount so far expend- 
ed on these buildings is over $81 million. The de- 
cision to use public funds on a large scale for the rehousing 
of squatters was taken on the basis that the rent to be 
charged should not only cover all annual recurrent expendi- 
ture but should enable Government to recover its capital 
expenditure in 40 years with interest at 3'%2%, including: 
a reduced figure for the average value of the land in its 
unformed state, taken at $10 a square foot. 


The Remaining Problem: In the autumn of 1955 a 
survey was made of all the remaining squatter areas, in- 
cluding those which consist only of two or three huts. This 
survey indicated that the total number of persons occupying 
unlawful structures at that date was about 333,000, inclnd- 
ing 13,000 fire victims living in huts on the streets. By 
the end of March, 1956, this figure was reduced to 305,000 
Not all these persons ate living in typical squatter huts. 
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Some 40,000 are occupying quite well built stone or brick 
bungalows or two-storey houses. These houses are none the 
less illegal in that they have been built without authority 
either on Crown land or private agricultural land. The 
majority of those in this category are in two main areas; 
the Diamond Hill area, Kowloon, and the area south of 
the main road at Shaukiwan on Hongkong Island. It seems 
probable that both these areas, which at present have no 
piped water supply and no sewage system, will have to be 
cleared before long for properly planned development. 


The speed with which the remaining 305,000 squatters 
can be resettled now depends entirely on the speed with 
which the multi-storey buildings can be constructed. This 
fact becomes evident if one considers the variation in the 
figures for the numbers of persons resettled in each of the 
four quarters of the year 1955/56. In the first quarter it 
was 18,821 but in the second and third quarters the figures 
fell to 3,993 and 5,447 solely because there were fewer new 
multi-storey buildings into which the squatters could be 
moved. In the last quarter, on the other hand, when many 
new buildings at Li Cheng Uk and Tai Hang Tung became 
available the number rose to the highest quarterly figure 
so far achieved—?2,714. About 38,000 of this total of over 
50,000 persons were resettled in new multi-storey buildings 
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while the remaining 12,000 persons were moved into the 
cottage areas. 


The position at end of 1956 was that while the Re- 
settlement Department could resettle squatters at the rate 
of about 80,000 persons a year, it was not possible for 
the Public Works Department to build multi-storey accom- 
modation for more than about 40,000 persons a year. Un- 
less the rate of construction of multi-storey buildings can 
be accelerated it will be at least eight years before the 
remaining 300,000 squatters can be resettled even if the 
rate of natural increase in the squatter population does 
not exceed 2% a year. The chief remaining problem there- 
fore is to find means of accelerating the rate of construc- 
tion of multi-storey buildings. The difficulty lies in the 
fact that suitable-large sites are available only in districts 
which at present have no water supply or main drainage 
systems. The time needed to provide these services will 
depend to a large extent on the availability of the neces- 
sary engineering staff and urgent consideration is now being 
given to this problem with a view to determining whether 
any special measures can be taken to expedite the pro- 
vision of sewage and water supply systems to new areas 
which cannot at present be used for any form of per- 
manent high-density housing. 


FISHING INDUSTRY 


There are 6,431 fishing junks in Hongkong harbour with 
an estimated population of 56,642. About 100 small fish- 
ing craft came here from China in September 1955 and a 
further group of eight craft arrived in March 1956. These 
boats commenced fishing in HK waters after applying for 
registration at the Marine Department. 


MARINE FISHERIES 


During 1955/56 landings of both fresh and salt/dried 
fish were slightly lower than those of the previous year: 


Fresh Fish Salt/Dried Fish Total 
Piculs Value Piculs Value  Piculs Value 
H.K.$ H.K.$ H.K.$ 
April 1955 to March 1956 572,194 33,350,140 89,968 3,854,090 662,162 37,204,230 
April 1954 to March 1955 588,058 34,649,6 3 98,631 4,804,276 686,689 39,453,814 
Decrease in 1955/56 15,864 1,299,398 8,663 950,186 24,527 2,249,584 
2.7% 3.8% 8.8% 19.8% 3.6% 5.7% 


The drop in landings was mainly attributed to the poor 
seasons experienced by the purse seiner fishermen. The 
yield of Golden Sardines and Carangoid was much less than 
usual and, unfortunately, the Cuttle Fish did not appear in 
sach large numbers as in the previous year. Fish prices 
during 1954/55 were the lowese on record and, unfortunate- 
ly for the fishermen, this trend continued during 1955/56. 
The average price per picul for fresh fish dropped from $59 
to $58 while that for salt/dried fish fell from $49 to $43. 


The mechanized fieet increased from 751 to 968 vessels 
during the year. Although the 968 mechanized vessels com- 
prised only 15% of the whole fleet (6,431 vessels), the 
landings from these vessels accounted for 59% (393,205 
piculs) of the total (662,162 piculs). 


FRESH WATER FISHERIES 


_ Fish Ponds: At the very beginning of the year condi- 
tions were really bad—due to earlier shortages of water 
and failure in the capture of Grey Mullet fry which made 


full scale restocking impossible. This situation was partially 
saved by heavy rainfall from April onwards but supplies of 
carp fry from China were delayed till July, two months later 
than usual. To make matters worse, in the middle of July 
floods in the main pond fisheries areas of Yuen Long and 
Sha Po caused severe damage. For the remainder of the 
year conditions were reasonably good and the total pro- 
duction from the New Territories ponds amounted to some 
4,950 piculs (294.6 tons) of fish, valued at $800,000 com- 
pared with 5,800 piculs (345 tons) and $1 million for the 
previous year. The wholesale prices for pond fish in 
1955/56 were slightly lower than those of the year before. 
To a large extent, and especially at the end of the year, 
this depression was caused by the large import of fish 
from China. (Only about 5% of the total quantity of pond 
fish sold in the Colony is produced in the New Territories, 
the remainder—anything from 100 piculs a day and upwards 
—hbeing imported as “live fish’ from China), 


Supply of Fish Fry: The fry of the Common Carp 
(Cyprinus carpco) was available locally as this species breeds 
readily in captivity. Much difficulty was, however, experi- 
enced in importing the fry of the other species required for 
stocking purposes. This was due to shortages in China. 
The fry of the Big Head Carp (Aristichthys nobilis) were 
not available from China during the year. Silver and 
Mud Carp (Hypophthalmichthys molitrix and Cirrhina moli- 
torella) did not become available until July, while no Grass 
Carp (Ctenopharyngodon idellus) were received until 
August. Later in the year, Grass and Silver Carp fry could 
only be imported if similar quantities of the less popular 
Mud Carp were also taken. These difficulties naturally 
resulted in higher prices being asked for fish fry. 


Increase of Fish Ponds: Only two new ponds were put 
into operation during the year. One was an old and dis- 
used fresh water pond of 4 dou chung (0.65 acre) in Ping 
Chia Village, Ta Ku Ling district; this was repaired and 
stocked with Grass and Silver Carp. The other was a new 


(Continued on Page 607) 
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HONGKONG’S PRINCIPAL EXPORTS IN 1956 


Item, Unit and Country 
to which Exported 


Sri Nig: |e eS 
North Borneo 
Indonesia 


Meal and flour of wheat and 


spelt (including  meslin) 


Cwt. 
Australia 
Malaya” 22.2... 
Worthe Borneo... 
East Africa (British) 
British Comm., other ........ 
African Countries, other _.. 
Central America 
Burma 
China 
Cambodia, Laos & Vietnam 
Indonesia: Gre nce 
Korea, South 
MaQCaON c.:tse- 
Philippines 
PE aAlLaT Cimeeue settee eece no oouec te 
Middle and Near East Coun- 
Ericse phew Ae eee. 
United States Oceania 


Beans (other than soya beans), 


peas, lentils and other 
legumes (pulses), dry, in- 
cluding split _............. Cwt. 


United Kingdom 
Australia 


Malaya ....... 
New Zealand 
North Borneo 
South) Africa, —......... 
British West Indies 
British Oceania  .........-.. 
British Comm., other Es 
African Countries, other .... 
Wels. aie Seis ase Beedle ape et reeeae 
Central America 
South American Countries, 

other 


Formosa 
Cambodia, Laos & Vietnam 
Indonesia 
Japan 
Korea, South 
Macao 
Philippines 
Thailand 

Central Asian Countries 
United States Oceania 
Oceania, n.e.s. 
Denmark 
France 

Germany (Western) 


a aeewereeee’ wee 


PART I 


Total for 1956 to date 


Item, Unit and Country 


Quantity Value HK$ to which Exported 
1,375,648 28,023,553 Netherlands: g2- sees eeree 
7155 26,000 et ee 
1.506 34114 Switzerland 
» 30 1500 European Countries, other 
1,372,333 27,940,469 Ginger, preserved in syrup, in 
1,024 21,470 airtight containers ____.. Lb. 
United Kingdom 
ATISCLS 13 eee 
Canada gerpee te es 
460,071 12,364,435 Peylon ons oe. 
200 5,420 Malaya. (23. 
92,679 2,305,906 New Zealand 
4,096 124,082 North Borneo 
5,106 124,836 South Africa 
24,323 554,843 East Africa (British)  ...... 
32,701 710,938 Central Africa (British) .... 
4 338 British West Indies ........ 
44,735 1,226,950 British Oceania .......... 
1 30 British Comm., other 
68,768 1,938,942 African Countries, other .... 
79 2,456 USiA> Wes See ee: a 
54,897 1,528,922 Central America _ ..............-- 
61,739 2,058,296 South American Countries, 
955 29,250 other 
6,146 189,969 Burma ........ 
Indonesia 
30,219 620,171 Philippines 
33,423 943,086 Thailand 
Middle and Near East Coun- 
TEIGS We ee cce re ecnes 
United States Oceania 
Oceania Ni nie:si ae ccoeest- ee 
481,675 14,626,154 Belgium _...--scsss0-- 
973 55,506 Denmark 
460 31,014 lA weloe | 2a eae 
5,094 292,764 Germany (Western) 
60,557 1,450,735 Ttaly ecb tetee ees cress cesses 
43 2,220 Netherlands ..... 
32,728 1,493,774 Norway eee 
108 7,668 Sweden _........ 
3,926 146,184 Switzerland gy ose -eoeececte-ceeees 
1 62 European Countries, other 
192 10,403 E 3 P 
29 1,355 Ginger, preserved (dry), in ar 
499 20,422 tight containers ............ 
2 139 United Kingdom _............... 
8 545 Australia me eee ees 
356 22,970 Canad sy eecce erence oe 
India. =-s2-= 
42 2,798 Malaya tise ee es 
10 500 New Zealand _....... 
2 100 South Atrica -:-2-.4: 
5,750 156,100 British. West Indies 
258 13,828 British Oceania ...... Bees 
178 5,427 African Countries, other 
337,468 9,884,660 WS SAR eee See een res 
3,618 83,000 Central America _ ........- asus 
10,865 366,953 South American Countries, 
5,859 259,340 Otnen Pe reer eer en 
245 12,548 Burma 
200 6,552 Indonesia 
5 280 ADANLM Wescereee te cect ona erences 
12 922 Middle and Near East Coun- 
31 1,546 TELIOS We ee eee eee 
10 600 Oceania, n.e.s. 
2,563 65,866 Netherlands 


Total for 1956 to date 


Quantity Value HK$ 
9,577 222,730 
1 63 

4 280 

8 300 
1,519,936 1,552,488 
941,030 879,620 
58,131 65,926 
19,758 27,484 
720 720 
87,124 44,407 
1,166 1,936 
1,922 2,057 
13,336 19,749 
1,094 2,594 
6,449 12,405 
4,484 7,039 
761 1,145 
772 1,098 
1,412 2,711 
17,540 30,771 
3,417 4,401 
3,242 5,153 
1,512 2,088 
2,064 71,879 
2,312 3,799 
1,048 1,795 
2,087 5,255 
BOT 5,224 
82,647 111,317 
8,424 10,732 
299,626 271,907 
980 4,063 
3,224 11,694 
2,023 3,769 
3,360 3,750 
92,956 142,068 
28,000 34,653 
5,412 9,947 
4,046 12,049 
816 746 
5,912 7,527 
1,164 2,476 
738 1,226 
240 33L 
48 73 

36 68 
12,308 27,199 
7 96 

168 220 
733 850: 
819 950 
22,400 29,400 
4,176 4,108 
188 329 
5,680 9,220 
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Item, Unit and Country Total for 1956 to date Item, Unit and Country Total for 1956 to date 
to which Exported Quantity Value HK$ to which Exported Quantity Value HK$ 
Ginger preserved in syrup, not Beet sugar and cane sugar, re- 
in airtight containers .. Lb. 7,982,924 6,503,246 Gned! shce-ec cee Cwt. 911,637 33,302,231 
United Kingdom  .............- 5,080,477 4,159,212 Auvistralianscn- fede eee 2,816 112,877 
Australia Ae 780,386 611,226 ¥ 182 10,523 
Canada 197,248 178,298 Ceylon 1 48 
Ceylon 26,214 22,024 Indian cece vik 59 2,626 
Tian 1 sm ees ea 2accics Amana 1,456 3,610 Malaya: «-.c.csccsenss Pere 763,050 27,503,165 
VAIS Asm ceee te cvs sehsecesecescieseee 1,524 5,408 New Zealand _.....-..-....- ees 19 875 
Naw izvedland 1,480 4,122 North Borneo © .......... a 8,618 378,181 
North Borneo 340 460 South Africa Jae sasceuscanesssenses 8 445 
South Africa ne 141,334 148,353 Bast Africa ely aoa ue 365 AAy 
East Africa (British) 496 692 Aig ae hd eed gf : aa 
Central Africa (British) .. 2,261 2,35 rye Lares ae _ 
British West Indies. 455 670 ae Comm., other ........ wind te ote 
British Oceania... a 234 615 Cantcale Ausvevieumesn iam cai "50 
British ‘Comm., other ...... 6,708 sid SauthiAmenican Gounthion: 
African Countries, other .. 1,125 1,621 ae j 4 304 
URS EA eae ee heen eee ee 92,403 161,052 Burma 1 94 
Central America 2.4.2... : 589 1,127 China 2,060 15.403 
South American Countries, Formosa "126 7,214 
ss OUITC Dan eteeee aecsnte on ao Cambodia, Laos & Vietnam 44,702 1,653,471 
OUR SERS ceerepeercerece peg don esIa © eye ec 3 95 
Tndonestawea es eee cs 264 156 Japan ee 961 37,843 
SLE yUEV Yon Mk aece eae eerie 330 1,200 Konda, “Southwest. <....c.0eies 6,347 226,411 
Middle and Near East Coun- MaCAG yu attrac a nee eee 43,199 1,558,995 
tries PS, Aeron ee ore ee 618 1,849 Thailen Giais. ctet cedesteea sae ee 2,051 68,593 
Oceania, n.e.s. eee 379 797 Middle and Near East Coun- 
Belgium 1,554 1,704 tries: Seon ees 16,669 716,726 
Denmark 1,617 2,342 United States Oceania ........ 9,501 353,556 
Germany (Western)  ...... 273,628 297,052 O¢edniay nies. 7. tae 67 2,587 
Teal ges peach. Se cee 420 1,984 
Netherlands  ......-.-s:sssse-sese--- 1,348,237 862,564 Tea, China Lb. 7,881,241 ‘16,707,965 
NOrway,  wecescecnscssensce-cserneastes 1,932 8,283 United Kingdom — .............. 1,032,071 1,858,467 
Switzerland 99 iosececceccecscrennete 12 75 Australia 792,081 1,701,582 
European Countries, other 17,920 14,872 Stat 104,519 359,621 
Ginger preserved (dry), not in Maiape ta ok 9.348208 rent 
Gri chit cdutsinese toe Lb. 381,227 503,700 -New Zealand... an 21/375 "56,808 
United Kingdom .................. 83,602 105,291 North Borneo =e 157,200 340,953 
Australia gene ee eos 12,665 13,025 Pakistan ........... 5,080 10,448 
Canada ay 9,692 26,437 South Africa __.... > 8,860 19,628 
Gevlon; | Ae. 2 tlt 24,084 25 266 West Africa (British) —...... 60,366 74,626 
Tridias 28s Cade 936 810 Central Africa (British) -.. 57 330 
Mala vase nea 12,964 10,711 British West Indies ............ 21,453 76,051 
New Zealand 13,428 16,398 British Oceania _.......... 7 8,557 14,177 
INonthuBornea 247 360 British Comm., other : 44,054 84,490 
SouthmeAtyicanme ssc ee 34,160 35,214 Egypt ........... povsecstesesecsseeee 12,500 20,240 
Beitish Oocania African Countries, other .... 51,386 86,982 
See rere 108 374 U.S.A 
British Comm., other ........ 22 1,637 Gant al A F Be 193,284 1,109,564 
African Countries, other .. 16,563 17,257 Ss arto wee C piweecrran pee 20,946 76,638 
Share Wein rete: 51,858 116,493 bile Meaphee a Mla 
Central America .....c:--<: 80 87 Gacihonic: ee & viet ee 404,911 175,442 
South American Countries, Indonesia ind sigh 736,233 1,099,113 
OUN Gr Mame eta sheet. cae eaas 1,002. 1,358 Japan weit ee ee 1,497 8,255 
UB Urn as eres osaeteatascerateieqsacererrs 448 440 Korea, South awaer ~ hae bake 
indonesia meesea Pr ee 188, 90 Macc Me 236. a 11,960 
Middle and Near East Coun- Philippines... a Cnelan sa 
UNOS: restremeags nena aan 792 844 Thailand << ate aaa 
Oceania, m2 ” 388 536 Middle and Near East Coun- 
onmark ee. - aes 5,096 tri 
Erato tat Whee aeg 11,200 8,570 Central Anan cOoaneien = a 
Germany (Western)  ........ 80,489 97,001 Oceania; nes. ee oes 30.713 124.169 
INIGHISCIES GET Se permet cone 18,770 20,405 Belgium: “ttc 85 Sees "300 17100 
Beet sugar and cane sugar, not le ay neces nets 
ae a aS Cwt. 288,201 8,316,973 Germany (Western) ........ 37,888 79°373 
al aya 49,622 1,189,468 taly Serer RaseasenahSasqnascesae 39,905 
China 179,540 5,443,579 Netherlands is sec ttie ee 202,718 sarlcs 
Korea, 55,480 ‘1,628,600 Sweden ........... Lah ge 3,192 15,311 
Macao 1,591 48,676 Earopean Countries, other .. 12,920 29,999 


Wee 1,968 56,650 (To be Continued) 
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The New York Stock Exchange has suffered a real 
break in share quotations. Apart from the factors reported 
previously in these columns. the financial world was faced 
with a mighty psychological roadblock. caused by the Soviet 
Sputnik, or rather by its premiere. Seemingly its circling 
round the globe in 96 minutes does not serve any pyractical 
purpose. But it is a distinct ‘first’ from a source which 
hitherto came in second or third place. Strictly speaking, 
the world’s awe at seeing Russia’s successful launching of 
a satellite probably is overdone in view of the extensive 
experience which the Soviets have had in handling satellites 
in Europe, and recently also in the Near East. 

Originally, it was the aircraft stocks which led the 
decline in New York; but in mid-October these very shares 
were the ones which initiated (together with producers of 
missiles) a turnabout. It will have to be seen whether 
or not this category will be able to maintain its upward 
tendency. The brunt of the current decline was taken 
by oil stocks, ostensibly because there is too much oil avail- 
able in the United States. Canadian shares fell in sympathy 
with New York. 

According to reports emanating from the New York 
Stock Exchange, price declines in the quarter’ ended 
September 30 were registered by 942 of the 1.085 common 
stocks listed on the Exchange. Advances were made by 
128, and 20 displayed no net change. Losses came to 20% 
or more by 173. issues, 16 to 20% for 188 issues. 12 to 16% 
for 169 stocks, 8 to 12% for 175 issues, and less than 8% 
for 807 stocks. 

There are other weighty causes for the jitters in the 
stock markets, notably the delicate situation along the 
Turkish-Syrian border. Furthermore, the continued lecline 
in prices for non-ferrous metals, notably copper. Though 
meeting with constant denials. the devaluation of the pound 
sterling continues to be distinct possibility. Another dero- 
gatory factor is the voluminous tax selling in America, 


combined with vigorous disposal of American stocks by 
foreign investors. 
Prospects for the new auto models cannot yet be 


evaluated to the full extent. This means that, as long as 
the output of motor cars is not clarified, prospects for the 
huge steel industry cannot properly be anticipated. 
Retail trade in the United States continues satisfactori- 
Though layings off. mainly in the aircraft industry, are 
noteworthy, employment continues good when compared 
with a year ;go. Rail carloadings display declining ten- 
dencies. Amongst the shares holding their own are tobaccos 
and most of the drug manufacturers. Seemingly fourth 
quarter earnings will fall short of earlier expectations, 
though a slump is not in the eards at this juncture, unless 
serious political events intervene, 

Under such circumstances new purchases at this time 
are not recommended; at least not until current complica- 
tions are unknotted and the economic climate somewhat 
clarified. This view should. however. not prevent the 
analysis of a few sound stocks for future consideration. 

American Cyanamid: One of the leading chemical con- 
cerns with excellent record as to growth. mounting turnover 
and profits. Common shares outstanding aggregate 
21,000,000 and debt amounts to about $94 million. Turn- 
over in 1957 exnected to exceed $500 million, which means 


ly. 
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that sales during the past ten years have more than doubled. 
Earnings per common share for 1957 are estimated at about 
$2.30, and dividends at $1.50. American Cyanamid pro- 
duces pharmaceuticals, industrial and agricultural chemicals. 
The company employs about 27,000 anid about 53,000 
shareholders. Recently the concern contemplated te enter 
the plastic and serylic fiber domains, necessitating a cavital 
expenditure of $150 million. Towever, as the financial con- 
ditions of the firm are very satisfactory, no outside financing 


has 


will be needed. Yield at current prices about 4%. Lone- 
term prospects are excellent. 
National Lead Co. justly is counted amongst the ‘blue- 


The conipany’s activities are widespread and diver- 
sified. Amongst these paints and pigments, being 50% of 
sales, form the backbone. Fabricated metal products ac- 
count for 80%, while oilwell dvilling materials represent 
10%. The investor in National Lead (states United Busi- 
ness Service, Boston) gets a stake in titanium, rare metals, 
atomic energy, speciality chemicals and other fast growing 
fields. The company has never operated at a loss and divi- 
dends have been paid regularly since 1906. TFarnings per 
common share for 1957 are estimated at $5.50. From its 
$3.25 dividend National Lead yields about 34%, plus stock 
dividends. Long range prospects are excellent. 

In 1986 National Lead Co. split its stock 10 for 1; 
another stock split (3 for 1) took place in 1951. and more 
than 20% in the form of sundry stock dividends took place 
in the course of years. Since 1942 the price of the common 
shares went up 30 times. Works over 80 plants in U.S.A. 
The number of common shares outstanding is 11,654,000; 
and «lebt slightly exceeds $8 million. The nuinber of em- 
ployees is about 25,000, while shareholders approximate 


chips’. 


83,000. Turnover for 1957 estimated to exceed $600 
million. Own 50% of the stock of the Titanium Metals 
Corporation. The price-earnings ratio of National Lead’s 


shares is about 20, a figure which is rather high for even 
such a growth concern. 

Texas Co: is an exceedingly well-balanced interna- 
tional oil company; it has compiled a remarkable recor 
of ‘growth. Its stock was split 2 for 1 in 1951, and in 
the same proportion again in 1956. In that year net profits 
for the sixth consecutive period exceeded all previous peaks, 
attaining a levcl of 6 times 1945. Sales for 1957 are likely 
to reach $2.100 million, with estimated earnings of about 
$5.40, and estimated dividend per common share at $2.45; 
yield slightly under 4%. 

Common shares outstanding are 54,882,000; and debt 
aggregating 8540 million. Labor cost is about 14% of 
sales. The labor force is about 42,500 (inclusive of white 
collar staff), while the number of shareholders aggregates 
220,000. Texas Co. derives 40% of its crude output from 
the Middle Kast. It holds 30% interest in Aramco (Saudi 
Arabia) and 50% in Caltex (Bahrein Island). In 1956 
Texaco eacqvired, at a cost of $175 million, the Trinidad 
Oil Co. As one of the leading producers of asphalt. Texaco 
stands to benefit considerably from the extensive construc- 
tion of motor roads throughout the United States. The com- 
pany is diversifying its activities by entering the field o* 
petrochemicals, as well as uranium mining. Though momen- 
tarily dimmed by unfavorable political conditions ‘n tha 
Near East, Texaco’s career otherwise is excellent. 
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HK EXCHANGE MARKETS 


U.S.$ 

U a Ua ie Notes Notes 

Date High Low High Low 
28/10 $591 5902 59043 58858 
29/10 58912 58812 58778 5864~ 
30/10 588 537 58634 58534 
31/10 58734 58712 587% 5864 
1/11 58712 586 58634 58434 
2/11 586 58545 58544 58354 

D.D. rates: High 58934 Low 584. 


Highest and lowest rates in October 
were: T.T. 594% and 587; Notes 593% 
and 585%. 


Trading totals last week: T.T. 
US$3,550,000; Notes cash $620,000, 
forward $3,010,000; D.D. $440,000. 


The market was weak and rates drop- 
ped following the trend of the Pound 
Sterling cross rates in New York. In 
the T.T. sector, sellers were eager but 
buyers hesitant. In Notes market, 
supply was plentiful although Com- 
munist agents acquired a large parcel 
of cash notes; interest remained heavi- 
ly in favour of sellers aggregating 
HK$7.02 per US$1,000. Speculative 
positions averaged US$ two million per 
day. In the D.D. sector, business fur- 
ther increased on remittances from 
overseas Chinese. 

Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.785—1.775, 
Japan 0.01885-—0.013675, Malaya 
1.873, South Vietnam 0.07—0.068, 
Laos 0.068, Cambodia 0.074, Thailand 
0.2785—0.2754, Indonesia 0.139— 
0.1388. Sales: Pesos 340,000, Yen 90 
million, Malayan $370,000, Piastre 7 
million, Kip 5 million, Rial 5 million, 
Baht 4 million, and Rupiah 3 million. 
Sellers in Yen were very eager; they 
anticipated that the new issue of big 
denomination notes might lead to fur- 
ther inflation in Japan. 

Agreed Merchant T.T. rates: Selling 
and buying per foreign currency unit 
in HK$: England 16.2025—16.1006, 
Australia 13.0169—12.7575, New Zea- 
land 16.2025—15.8678, United States 
5.7971—5.7143, Canada 6.0606— 
5.9701, India 1.2158—1.2048, Ceylon 
1.2195—1.2075, Burma 1.2158—1.2048, 
Pakistan 1.2176—1.2039, Malaya 
1.8868—1.8692. Selling per foreign 
currency unit in HK$: South Africa 
16.237, Switzerland 1.3267, Belgium 
0.1164, West Germany 1.3817. 

Chinese Exchange: Official rates for 
People’s Yuan remained at 6.839 per 
Pound Sterling, 0.427 per HK$, 0.805 
per Malayan $, 0.514 per Indian or 
Pakistan Rupee, 0.585 per Swiss Franc, 


and 2.345 per US$. Cash notes quoted 
here HK$1.56—1.30 per Yuan. Official 
rates for Taiwan Dollar remained at 
15.65—15.55 per US$ and 2.74—2.72 
per HK$; cash notes quoted here 
HK$0.164—0.162 per Dollar remit- 
tances 0.152—0.147. 

Bank Notes: Highest and _ lowest 
rates per foreign currency unit in 
HK$: England 15.75—15.68, Scotland 
14.00, Ireland 138.80, Australia 12.30— 
12.26, New Zealand 14.10, Egypt 
9.70—9.50, East Africa 14.70—14.50, 
South Africa 15.50—15.40, West Africa 
13.50,. Jamaica 13.50, Gibraltar 13.50, 
Malta 12.50, Cyprus 12.50, Fiji 10.40, 
India 1.1745—1.1735, Pakistan 0.78, 
Ceylon 0.95, Burma 0.52, Malaya 
1.838—1.826, Canada 6.08—6.01, Cuba 
5.00, Argentina 0.125, Brazil 0.065, 
Philippines 1.77—1.75, Switzerland 
1.365—1.36, West Germany 1.3865— 
1.36, Italy 0.00915—0.009, Belgium 
0.11, Sweden 1.02, Norway 0.72, Den- 
mark 0.77, Netherlands 1.46, France 
0.0125—0.0121, South Vietnam 0.074— 
0.071, Laos 0.0685—0.067, Cambodia 
0.0745—0.0735, North Borneo 1.60, 
Indonesia 0.184—0.13, Thailand 0.28— 
0.272, Macau 1.00—0.995, Japan 
0.01435—0.014. 


Gold Market 


Date High .945 Low .945 Macau .99 

28/10 $2597 259 26915 High 

29/10 25834 2574 

30/10 25776 25734 

30/10 258 25742 

1/11 25734 257 

2/11 25738 25658 Low 26612 
Opening and closing prices were 


259% and 257%, and the highest and 
lowest 259% and 256%. Highest and 
lowest in October were 261% and 
257%. The market last week was easy 
in line with US$ exchange rates. In- 
terest for change over favoured sellers 
and aggregated $3.60 per 10 taels of 
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taels per day and totalled 34,800 taels 
for the week, in which 18,080 taels 
were cash dealings (2,280 taels listed 
and 15,800 taels arranged). Specula- 
tive positions averaged 13,500 taels per 
day. Imports from Macau amounted 
to 11,500 taels. One shipment of 
48,000 fine ounces reached Macau dur- 
ing the week. Exports totalled 9,500 
taels (4,000 taels to Singapore, 3,500 
taels to Indonesia, and 2,000 taels to 
India). Differences paid for local and 
Macau .99 fine were $12.50—12.40 and 
11.70—11.40 respectively per tael of 
.945 fine. Cross rates were US$37.87 
—37.85 per fine ounce; 24,000 fine 
ounces were contracted at 37.85 cif 
Macau. US double eagle old and new 
coins quoted $263—262 and 226—225 
respectively per coin. English Sover- 
eigns $61 per coin, and Mexican gold 
coins $278—277 per coin. Silver Mar- 
ket: 500 taels of bar silver traded at 
$5.90 per tael and 500 dollar coins at 
$3.74 per coin. Twenty-cent silver 
coins quoted $2.90 per five coins. 


HK SHARE MARKET 


After the continuous drop of prices 
in the local stock exchange since mid- 
October, many popular shares re- 
covered slightly last week from the 
new lows reached recently; however 
closing rates on Friday were _ still 
lower than those in early October. 
Interest was centred chiefly on Utili- 
ties, Banks, Wheelocks, Stores, Hotels 
and Lands; turnover improved— 
Monday $302,000, Tuesday $842,000, 
Wednesday $277,000, Thursday $308,- 
000 and Friday $481,000. 

Banks fluctuated between $840 and 
$827.50, closed $2.50 lower than pre- 
vious week. Unions dropped from $87 
to $76 but closed at $77; with low 


.945 fine. Tradings averaged 5,800 London quotations, improvement in 

Esti- 

mated 
Annual 

Share Oct. 25 Last Week’s Rate Up & Down Dividend Yield 

Highest Lowest Closing (%) 
HK Bank =<=s-. 035 840 827.50 832.50 —$2.50 $50 6.01 
Linion Ing] 22.5- 87 n 77.50 76 17 —$10 $3.40 4.42 
Lombard) 22---2-. 32.50 32.75 b 32.50 b 32.75 b quiet $2 6.11 
Wheelock = -__-__- 6.75 b 6.95 6.85 6.90 +15¢ 75¢ 10.87 
HK Wharf ____- 118 s _ — 118n quiet $6 5.08 
mE Dock a--es0 53s 52.50 52 52.50 —50c $2 3.81 
Provident = _____. 11,80 11.80 11.70 11.80 firm $1 8.47 
HK. Land .. .<.2.. 33.50 34 33.50 33.75 +25¢ $3.50 10.37 
Realty 1.375 n 1.40 s 1.35 140s steady 15¢ 10.71 
Hotel 14.60 14.80 14.60 14.70 +10¢ $1 6.80 
Trams Suse 22,80 23 22.80 22.90 +10¢ $1.70 7.42 
Star Ferry = 2e) 180:8 130 s 129 s 129 s —$1 $9 6.98 
Yaumati 98 98.50 s 95 95 —$3 $7.50 7.89 
Light 18.40 18.70 18.40 18.50 +10c $1.10 5.95 
Electric 27.30 27.60 27.30 27.60 +30c¢ $1.80 6.52 
Telephone = ___--_ 26.70 27.20 26.70 27.20 +50c $1.50 5.52 
Cement Cananauewen |S 24 23 23.60 —$1.40 $4 16.95 
Dairy Farm -.-. 16 16.30 16 16.30 +30¢ $1.63 10.00 
Watson Senenanes 13 13.20 13 13.10 +10c $1 7.63 
Yangtsze = ___--_- 6.45 8 6.40 XD 5.45 XD 5.45 n —35¢ 65c 11.93 
Allied Inv, Be ee, 4.15n 4.15 s 3.80 4n —15c 25c 6.25 
HK & FE Inv. -- 9.90n - - 9.90n quiet 80c 8.08 
Amal. Rubber -- : 1.525 1,50 1.50 —2\4c 28c 18.67 
Textile . 4.375 4.35 4.35 b firm 50c 11.49 
Nanyang = - 9.55 s quiet $1 10.47 

a 
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the local market difficult. Cement 
also continued to drop from $24 to $23 
but better response from buyers at 
this level checked the dip and closed 
at $23.60; 7,900 shares changed hands 
during the week. j 

With the exceptions of Yaumatis and 
Star Ferries, Utilities registered good 
recoveries and closed higher than 
previous week. Dairy Farms. and 
Watsons also recovered to early Octo- 
ber levels. Other fluctuations during 
the week were fractional; the market 
closed steady. 


CLOSING RATES ON 31-10-57 


H.K. Govt. Loans 


342% Loan (1934 & 1940), 90 b. 
342% Loan (1948), 84 nom. 
Banks 


H.K. & S. Bank, 82712 b; 835 s. 
H.K. & S. Bank (Lon. Reg.), £43 nom. 
Bank of East Asia, 270 b. 


Insurances 


Union ‘Ins., 77 sa. 
Lombard Ins., 3234 b. 
China Underwriters, 7.30 nom. 


Investment Companies 


Allied Investors, 4 nom. 
Yangtsze Finance Ex. Div., 
H.K. & F. E. Invest., 


5.45 nom. 
9.90 nom. 


Shipping 


Douglas, 420 nom. 

Indo China (Pref.), 13 nom. 
Indo China (Def.), 40 nom. 

U. Waterboat, 20 nom. 

Asia Nav., 1.275 nom. 

Wheelock, 6.85 b; 6.95 s; 6.90 sa. 


Docks, Wharves, Godowns, Etc. 
H.K. & K. Wharf, 118 nom. 
Sh. Hongkew Wharf, 1.20 nom. 
H.K. Dock, 5112 b. 
China Provident, 11.70 b; 12.10 s. 
China Provident (Partly Pd.), 5.95 nom. 
S'hai Dockyards, 1.80 s. 

Mining 

Raub Mines, 212 nom, 
H.K. Mines, 4c nom. 


Lands, Hotels & Bldgs. 


H. & S. Hotels, 14.60 b; 14.80 s; 
H.K. Land, 3334 b; 34 s; 3334 sa. 
A/Fr. Land, 35c nom. 

S'hai Land, 70c b. 

Humphreys, 16.10 s. 

H.K. Realty, 1.35 b. 

Chinese Estates, 370 nom. 


14.70 sa. 


Public Utilities 


H.K. Tramways, 22.80 b; 23 s. 
Peak Trams (F. Pd.), 75 nom. 
Peak Trams (Partly Pd), 3612 
Star Ferry, 129 s. 

Yaumati Ferry, 95 b; 97 s. 
China Light (Old), 1812 b; 18.70 s; 
China Light (New), 17.90 nom. 
H.K. Electric, 27.40 b. 

Macao Electric, 10.40 b. 
Sandakan Light, 812 nom. 

H.K. Telephone, 27 b; 27.20 s; 
Shanghai Gas, 1.20 nom. 


nom. 


18.70 sa. 


27.20 sa. 


Industrials 


G.I. Cement, 23.40 b. 
H.K. Rope, 14.60 b. 
Metal Industries, 1.40 s. 


Amoy Canning (H.K.), 38 b. 


Stores 


Dairy Farm, 16.20 b; 16.30 sa. 
Watson, 13.10 b; 13.20 s; 13.20 sa. 
L. Crawford, 13.80 b; 14 s. 

Cald. Macg. (Ord.), 28.40 b. 
Sincere, 2.45 b. 

China Emporium, 8.60 b. 

Sun Co., Ltd., 80c¢ b. 

Kwong Sang Hong, 175 nom. 
Wing On (H.K.), 70 b. 


Miscellaneous 


China Entertainment, 23 s. 
International Films, 45c nom. 
H.K. Construction, 5.80 nom. 
Vibro Piling, 1542 b. 


Marsman Investments, 6/- nom. 

Marsman (H.K.), 65c nom. 
Cottons 

Ewo, 85c nom. 

Textile Corp., 4.35 b; 4.35/.375 sa. 

Nanyang Mill, 9.55 s. 


Rubber Companies 


Amalgamated Rubber, 1.475 b; 
Ayer Tawah, 1.80 nom. 
Java-Consolidated Estates, 
Langkat, 1%4 nom. 
Rubber Trust, 1.125 b; 114 s. 
Shanghai Kelantan, 80¢ nom. 
Shanghai Sumatra, 2.60 nom. 
Sungala, 1.35 nom, 


1,526 s. 


32c nom. 


SINGAPORE SHARES 


The Wall Street boom benefited 
Malayan markets; the considerable sell- 
ing pressure which existed, particularly 
in the Tin section, quickly gave way to 
the demands of bargain hunters. While 
Rubbers continued dull, selective Indus- 
trial and Tins improved. The total 
volume of business written showed a 
small increase during the week ended 
October 25th. 


Among Industrials, United Engineers 
were steady at $1.30, Gammons at 
$2.40 and Straits Times at $3.82%. 
Fraser & Neave had a good turnover at 
$2.65 ex. At the close activity in this 
section appeared to be on the decline. 


The Tin section had considerable 
exchanges. Petalings were taken in 
quantity mostly at $3.15, while Rantau 
after falling to $2 met wide inquiry 
and with few shares on offer the mar- 
ket closed buyers at $2.05. In ten days 
Sungei -Way fell 20c, but recovered 
from a low of $1.45 to $1.50. Berjun- 
tai after rapidly falling back to 16/6 
recovered to 17/- and similarly Austral 
Amalgamated closed at 14/6 after a 


low of 14/-. At the close Kuala Kam- 
par at 39/6 had recovered 1/-. The 
largest turnover was in Meru Tin, 


which, whilst the remaining Tin coun- 
ters were falling, continued to advance. 
Towards the close, however, business 
at 3/- was 4% below best. 


Turnover in local rubbers was small 
in comparison with that of London re- 
gistered shares. Only two dollar coun- 
ters were in constant demand:— Kun- 
dong around $3.00 and Allenby at 
$1.87%. Rumour of a bid for one of 
the Bagan Serai estates resulted in a 
substantial turnover from 2/3% _ to 
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2/8%. Kamuning (Perak) changed 
hands locally at 4/6 ex the 6d tax free 
dividend but cum the capital return of 
1/-. Sungei Bahru was between 2/7 
and 3/1% and Clovelly at 2/2%. 


There was little loan business. 
Taxables, where offered, were difficult 
to place while tax free issues remained 
in demand. 


TRADE REPORTS 


In the local commodity market last 
week, trading in paper, metals and pro- 
duce continued active but the volume 
of business was still restricted by low 
buying offers from Korea, SE Asia and 
China. Pharmaceuticals, rice, wheat 
flour registered better business than 
during the first half of October but 
sugar and chemicals remained sluggish. 
Spot transactions in cotton yarn and 
cloth quiet. 


HK/China Trade—Substantial quan- 
tities of poultry, live hogs, vegetables, 
fruits and other foodstuffs arrived 
from Canton and other ports in South 
China. Imports of rosin, paper, sawn 
timber, rice and canned food were 
moderate. Many dealers returned here 
from Canton during the week after 
purchasing some canned goods and 
other foodstuffs, window glass, crushei| 
stone and other’ building materials, 
cotton cloth, chinaware and rosin at 
the Exhibition there. 


From the local market China absorb- 
ed small lots of metals and fine chemi- 
cals; the volume of these purchases 
was handicapped by low buying offers. 
According to Mr. F. J. Erroll (Parlia- 
mentary Secretary to the British Board 
of Trade) who returned here last week 
from his China visit, HK would have 
an important part to play in trade de- 
velopments between Britain and China; 
but, he pointed out, the use of this 
port would depend on the kind of goods 
and on the services which HK could 
supply. On ‘the question of China’s 
ability to pay for her imports, Mr. 
Erroll said it was a question of how 
much the Chinese were prepared to 
deny themselves. He was told that 
people in Shanghai are given rice for 
25 days and potatoes for 5 days; the 
Chinese authorities could make _ it 
potatoes for seven days and so have 
more rice to export. 


HK/Japan Trade—Demand from 
Japan for a selective number of China 
produce improved possibly due to the 
deadlock of Japan/China trade talks 
in Peking. There was however no 
order for scrap iron. Imports of wool- 
len yarn and textiles, cement, cotton 
goods and sundries remained steady;. 
dealers here last week booked some 
cotton cloth from Japan for Djakarta. 


HK/UK & HK/Europe Trade—De- 
mand from UK for rubber shoes re- 
gistered slight improvement as com- 
pared with the previous month but still 
much lower in volume than at this time 
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last yeer. Exports to France declined 
considerably compared with last year; 
recent increase in import duties there 
further restricted the flow of HK manu- 
fuctures and other items from here to 
Frencen ports. On the other hand moa- 
sures introduced by authorities there 
to promote exports encovraged imer- 
chants in Paris, Marseilles, and other 
industrial centres in France to send 
here more attractive offers; several 
French firms are seeking HK connec- 
tions for the sales of paper, cardboard, 
leather, hide, water-proof fabrics, 
nylon hosiery, underwears, laces, 
chemicals, cosmetics, toilet articles and 
pharmaceutical goods. 


Imports from UK and Europe during 
the week remained active but exports 
to these destinations slowed down after 
heavy consignments during the first 
half menth. 


KK/US  Trade—US importers con- 
tinued to buy silk piecegoods, shirts, 
woullen yvloves, ladies’ wear, rubber 
footwear, drawn lacework,  embroi- 
deries, frozen prawns  and_— shrimps, 
firecrackers, torch, plastics toys and 
cotton cloth from here. Orders for silk 


varments usually amount to about 
US$100,000 each but purchases of 
other items were usually limited to 


smaller sums. 


HK/Thailand Trade—Demand from 
bangkok for steel products, paper, 
pharmaceuticals, sundries, paint and 
focdstutfs was retained but orders were 
lin'ited to small quantities and interest 
covered only a few items. Buying 
omers remained low; according to re- 
ports from Bangkok, the market there 
is well stocked with conSumer goods. 
Imports of rice from Bangkok slowed 
down; stock here heavy. 


Hk /Indonesia Trade—In spite of the 
fart that Djakarta sent here more 
orders for steels, paper, cotton yarn 
and cloth, exports to that market re- 
mained slow; purchases covered only 
insignificant quantities of a few items. 
Djakaria merchants consider imports 
from here too expensive on account of 
the high premium they are paying for 
foreign exchange certificates. 


HK / Malaya Trade—-Orders from 
Singapore covered gypsum,  enamel- 
ware, cotton knitwear, torch, plastics 
toy., joss sticks, canned food ai.d other 
foodstuffs. Demand = from 


Malaya 
however remained quiet probably due 
to the increased volume of Malaya’s 
direct trade with Japan, West Ger- 


many, US and other countries. 


HK /Philippines Trade—About 1,000 
tons of cotton yarn, cloth, plastics toys, 
netalware 


and Christmas goods, ac- 
cumulated during the month, were 
shipped to Manila last week. In ad- 


dition to the strict control over normal 
imports, Manila  introduced| measures 
to curb the inflow of consumer goods 
carried back» by Filipino tourists from 
11K and Javan; passports of Filipino 
tourists returning from HK with ex- 


cessive baggage will be seized. Ac- 
cording to Manila reports, the “so- 
called Filipino tourists left Manila with 
only US$50 but returned with goods 
worth US$2,500 to $5,000; the goois 
ave being imported by a syndicate of 
‘foreign’ merchants who use Filipinos 
as carriers to bring these goods into 
the Philippines as personal effects 
which under the law are not taxable.” 


HK/Korea Trade—Korea continued 
to buy paper from the local market 
but interest covered only a few 
items. There were also orders from 
Seoul for steel plate, pharmaceuticals, 
chemicals and wheat flour but quanti- 
ties involved small. Towards week-end, 
Seoul invited tenders for the supply of 
paints, cement, timber, steel bars and 
sheet glass. 


HK/Taiwan Trade—Imports of cam- 
phor products, straw board, ginger, 
starch, plywood, medicinal herbs, tea, 
cloth, citronella oil and other products 
remained on the weekly average of 
about 400 tons. Exports slow; Taipei 
made only light purchases of paper, 
vitamin powder and _ chemicals from 
here. Exports to Taiwan would prob- 
ably remain at the present low level 
during the rest of the year. 


HK/Cambodia Trade—Cambodian 
rice, oil seeds, maize, hide, live hogs 
and green pea continued to enjoy 
steady demand in the local commodity 
market; imports last week totalled 
about 500 tons. Exports did not show 
any improvement; orders from Phnom- 
penh covered only moderate quantities 
of paper, wheat flour and_ sundries. 
There was no order for cement and 
cotton textiles probably due to recent 
heavy shipments of these items from 
China to Cambodia under the China- 
Aid Programme. 


HK/Laos Trade—Enquiries for cot- 
ton yarn and white shirting reached 
here from Vientiane last week. Exports 
to Laos remained slow on account of 
the political storm there. 


HK/Vietnam Trade—Saigon 
ters ordered more petals, paper and 
wheat flour from here after authori- 
ties there had allocated more foreign 
exchange for essential imports. Fur- 
ther improvement depends upon the 
outcome of the proposed new method 
of control of foreign exchange in Sai- 
gon. Trade with Haiphong also slow; 
imports limited to small quantities of 
medicinal herbs, taro chips and sea food 
while exports of paper, tyres, chemicals 
and pharmaceuticals remained light. 


HK/Burma Trade—Demand from 
Rangoon for cotton cloth, canned food, 
menthol crystal, enamelware, herb 
medicines, glass bottles, cosmetics and 
sundries remained keen but many 
transactions were handicapped by low 
buyiny offers. Purchase of groundnut 
oil from here suspended after recent 
heavy procurement. 


impor- 
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China Produce—The market was 
active with more orders from Japa for 
maize, sesame, woodoil, beans and bee 
wax; short supply however restricted 
the volume of the business. Europe 
enquired for sesame, spun silk, aniseed 
oil; Australia was intereste | in wood- 
oil, soya bean; Philippines favoured 
soya and red beans; Singapore bought 
gypsum; Burma absorbed some menthol 
crystal; and Indonesia took up a small 
lot of peppermint oil. Dealers here 
still could not get adequate supply of 
oil seeds and vegetable oils from China. 
Demand for sesame was met mostly 
with supplies from Cambodia and Thai- 
land. Woodoil was closed chiefly in 
forwards and each transaction limited 
to a_small quantity. Groundnut oil 
remained sluggish because Burma had 
suspended purchases. Bean oil also 
declined following the trend of ground- 
nut oil. Trading in animal by-products 


quiet. 

Metals—Prices were firm although 
the market was not very active. 
Freight charges for metals from 
Europe to HK dropped from 180s 


to 155s per ton but the cut had no im- 
mediate effect on market quotations 
for most items here because booking 


of new indents was not very active 
while new cif offers from Europe 
were still higher than prices in the 


local market. 


Cost of replenishments 
from Japan 


further hiked. On _ the 
other hand, buying offers from 
China for blackplate waste waste, 
galvanized iron sheet; from Thailand 
for structural steels, mild steel plate; 
from Indonesia for galvanized iron 
pipe, structural steels; from Korea for 
steelplate; from South Vietnam for 
galvanized iron sheet and pipe remain- 
ed low handicapping the volume of the 
business during the week. There was 
no order from Javan for scrap iron. 


Paper—Korea provided the bulk of 
the demand last week with interest 
covering woodfree printing, sulphite, 
cellophane, glassine and duplex board; 
there was no order for newsprint. 
The market was also stimulated by 
orders from Thailand, Indonesia, 
Taiwan, Cambodia, North and South, 
Vietnam for art printing, poster, sul- 
phite, kraft, manifold, greaseproof, 
glassine and cigarette paper but quanti- 
ties involved moderate. Counteroffers 
from these buyers remained low re- 
stricting the volume of the business 
and preventing prices from further im- 
provement. 


Pharmaceuticals—Exports of fine 
chemicals to China, Korea, Thailand 
and Taiwan remained on a moderate 
level mainly due to the uncertain de- 
mand from these sources and the limit- 
ed supply in the local market. How- 
ever with the approach of the cold 
weather local demand for cod liver oil 
capsules and vitamin tablets improved. 
Japanese cod liver oil caps provided 
keen _ competition for British and 
American brands: Japanese products 
about $25 per tin of 5,000 caps against 
$95 per dozen bottles each of 500 Bri- 
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tish caps and $100 per doz bottles 
each of 100 American caps. 


Industrial Chemicals—The market 
remained sluggish. In spite of marked- 
up indents, linseed oil and shellac fail- 
ed to improve in the local market. On 
the other hand drops in indents im- 
mediately forced down local quotations 
for copper sulphate and lithopone while 
new arrivals depressed prices for acetic 
acid and formalin. The market was 
sensitive; however fluctuations were 
narrow. 


Cotton Yarn—The spot market was 
quiet. In forward dealings, local de- 
mand plus orders from Indonesia, en- 
quiries from Laos and outstanding de- 
liveries to UK and other buyers kept 
local mills busy and prices for HK 
yarn firm. Pakistan. yarn steady on 
firm cost but trading remained slow. 
Korean yarn also steady but closed 
weak at week-end after new supplies 
arrived. Japanese yarn was depressed 
by lower indents while Indian yarn 
sluggish particularly after cost was 
marked down. 


Cotton Piecegoods—The spot mar- 
ket registered only moderate demand 
from local garment factories and Laos 
for Japanese white shirting. Japanese 
grey sheeting here was below new in- 
dents forcing Chinese brands also to 
a low level particularly after fresh 
supplies arrived from Canton. HK grey 
however remained very strong although 


spot transactions also slow; forward 
bookings by local mills and overseas 
buyers remained heavy. 

Rice—Supply here was more than 


adequate; imports from Thailand, Cam. 
bodia and China remained normal. 
Prices steady with active retail busi- 
shee and firmer quotations from Bang- 
ok. 


Wheat Flour—HK brands firmed on 
demand from Korea, Cambodia and 
South Vietnam; cost of Australian 
wheat also advanced. Trading in im- 
ported brands slow. 


Sugar—tTrading sluggish and prices 
weak. In spite of the fact that supply 
exceeded demand in the local market 
more imports from Taiwan were sche- 
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duled. HK Taikoo 
marked down. 


products further 


Cement—Exports slowed down but 
local demand remained very active. 
Imports from China curtailed but sup- 
ply from Japan remained normal. Bulk 
lots of HK cement steady at $118 per 
ton; godown deliveries of Japanese 
brands firm at $112 per ton vs. 
Chinese cement at $103. 


Woollen Knitting Yarn—China also 
shipped here woollen knitting yarn to 
compete with Japanese and _ British 
products. Local demand for this item 
is very strong this yefr on account of 
the high price for imported woollen 
wear. For example, an _ imported 
cashmere waistcoat costs about $180 
while a good imitation made to order 
by local knitting shops costs about 
$70; if knitted at home, the yarn costs 
only about $60. It seems that prices 
charged by shops here for imported 
sweaters are too high. There might 
be buyers for these fantastically priced 
goods but the demand is certainly very 
limited. 


FISHING INDUSTRY 
(Continued from Page 600) 


brackish water pond of 15 dou chung (2.5 acres) built by 
the “Lantao Development Co.”’ The total area devoted to 
fish pond culture is now 498.4 acres. Although Crown land 
had previously been reserved, it was not possible to con- 
struct the experimental ponds for the fisheries division as 
funds could not be made available. Money for this purpose 
has, however, definitely been provided in the 1956/57 
Budget. 


Fish Fry Export: Dealers exported a total of 23,397,683 
fry (as compared with 25,146,950 during the previous year) 
to Formosa, Singapore, Bangkok and Tokyo. Of this figure, 
18,325,550 fry were despatched during July/September 
when there was little difficulty in obtaining supplies from 
China. 


OYSTER CULTURE 


The edible oyster industry is centralized in Deep Bay 
on the western coast of the New Territories. Total produc- 
tion from this area amounted to 15,763.2 piculs (938.3 
tons) of fresh oyster meat, valued at approximately 
H.K.$1,300,000. (Figures for the year before were 18,115.3 
piculs—i.e. 1,078.3 tons—valued at H.K.$1,400,000). The 
bulk of this oyster meat was processed, mostly for export 
to America, and details of this are recorded below:— 

Fresh Oyster Meat 


Dried Oysters Oyster Juice 


(piculs) (piculs) (piculs) 
Local Local Local 
Consump- For Consump- Export Consump- Export 
tion Processing tion tion 
st April 1955/31st 
March 1956 1,200 14,563,2 935.5 535.1 200 1,083.9 
Total Production 15,763.2 1,470.6 1,283.9 
(938.3 tons) (87.5 tons) (76.4 tons) 
Approximate 
Value H.K.$1,300,000 


Prices for fresh oyster meat remained between $80 and 
$100 per picul. Exporters, however, received only $700 to 


$1,200 per picul for their dried oysters (as compared with 
$800 to $1,600 in the previous year); while prices for oyster 
juice dropped from $520 to $630 in 1954/55 to $510 to 
$600 during 1955/56. 


In May, 1954, one of the more progressive Deep Bay 
oyster farmers had been persuaded to finance a small pilot 
experiment to try out the Japanese “hanging-drop’”’ method 
of culture. This proved a success. During the following 
April, three areas of 10 acres each were acquired by Goy- 
ernment in Deep Bay to continue this experiment on a 
larger scale. As in the 1954 pilot experiment, it was 
found that the oyster spat which settled on the ‘“‘drops’’ did 
better than those cultivated on rocks by the _ primitive 
method. One of the many advantages of the improved 
method of culture is that the clusters of oysters, growing 
on the “‘drops’’’ of old shells, can be readily spaced out to 
provide freedom for unrestricted growth. It is hoped that 
these measures will result in it being possible to harvest 
in 2-2% years instead of waiting the customary 4 years. 
Oyster farmers are watching the experiments with close 
interest; this improved method has been copied and adopted 
by China. 


During December, a small raft was put down near 
Centre Island, in the Tolo Harbour area. Six-month old 
oysters were transplanted from Deep Bay. The oysters 
managed to survive the change in environment. The work 
on oysters at both Deep Bay and Tolo Harbour is being 
undertaken as a joint project with the Fisheries Research 
Unit of the Hongkong University. 


QUICK-FROZEN PRAWNS 


The trade in quick-frozen prawns is an important new 
development. The shrimping grounds are quite close to 
Hongkong with the result that local shrimp trawlers make 
only very short fishing voyages and the shrimps and prawns 
are landed in an absolutely fresh condition. Leading 
traders shipped a few small sample consignments to America 
in 1954/55. These attracted orders for as many quick- 
frozen prawns as HK could supply. This industry is ex- 
panding rapidly. 
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INDONESIA’S ECONOMY IN 1956/57 
(Continued from Page 580) 


interests and on Djakarta and Djawa; Indonesia is 

larger and wider than both; it has to live from now 

onwards more extroversively, free from prejudice, 

directing itself to the outer regions, where natural 

wealth is plentiful. 
a = a s 

In a world of prosperity, notwithstanding diffi- 
culties, business activity in the industrialized coun- 
tries achieved an extraordinarily high level, prices 
of raw materials fluctuated downward again. This 
external factor influenced the trade balance and the 
balance of payments of Indonesia unfavourably. 

True enough, in the first instance the budget 
was not under pressure because of increased income 
from higher imports, which had been made possible 
by higher foreign exchange receipts in 1955; but 
unfortunately, the trend was to increase expendi- 
ture, to such an extent that notwithstanding favour- 
able receipts, there was a deficit. Only by using the 
monetary reserves was the increase in money supply 
kept down, but it must be kept in mind that the 
monetary reserves themselves dwindled alarmingly. 

The financial-monetary and thereby the econo- 
mic situation experienced a considerable deteriora- 
tion when the regions outside Djawa became en- 
gaged in a kind of conflict with the Central Govern- 
ment. The country had _ to forego substantial 
foreign exchange receipts and, moreover, budget ex- 
penditure increased rapidly. In other words the 
depressing effect of external factors such as the 
lower export market prices was aggravated con- 
siderably by internal political factors. 

The economic, financial and monetary state of 
the country has become very grave indeed. More 
than ever before it is therefore of vital importance 
to concentrate on two aims. Firstly, the budgetary 
equilibrium must be restored; in any event the bud- 
get deficit must be kept as small as possible. For 
this, it is urgent that the strictest retrenchment be 
practised, long term projects of the Government 
restricted wherever possible and, on the other hand, 
new sources of income, less dependent on foreign 
trade, be found. In addition to watching over the 
budget as a source of inflationary money creation, 
a sharp eye must be kept on the private sector. 
Secondly, exports must be promoted. In this con- 
text thought must be given not only to stimulating 
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existing exports, but also and even more so to mea- 
sures which will fortify production sources and 
bring forth new ones. 

When both of these targets have been fulfilled, 
then and only then, will industrialization really ex- 
pand. In this connection the country should aim, 
first of all, at foreign exchange saving and/or 
foreign exchange earning industries, the former 
serving specifically the internal demand for con- 
sumer goods. When monetary stability has been 
achieved and export proceeds are plentiful, indus- 
trialization will make faster progress and will be- 
come less dependent on foreign credits. 

An end must be made to “political” credits, 
under which for account of the budget (or the Cen- 
tral Bank) money is provided without sufficient in- 
vestigation of the economic advantage of such 
credits. Moreover, this type of credit must be con- 
sidered as asocial, because with the money of the 
State i.e. of the people, private interests are pro- 
moted, without benefiting the common good. 

It is urgent to scrutinize the import and export 
system, simplified in 1955 but now far too intricate. 
Every system is meant to serve, but the B.P.E.- 
system of August/September 1956 combined with 
T.P.I.-levies, threatens to get the better of the 
flexible functioning of exports and imports. 

The various measures in the strict economic, 
financial, and monetary field must henceforth not 
be palliatives; a following up and continuity are 
necessary if any new measures are to lead to real 
recovery. 

Beside this however, there is above all, the ur- 
gent need for restoration of political stability, the 
disturbance of which has brought the country to a 
serious financial-economic situation at present. 
Without this political stability mere economic mea- 
sures can yield little result, because losses of foreign 
exchange receipts and budget expenditure will con- 
tinue. Trust and mutual understanding are essen- 
tial. It is the duty of the Central Government to 
look after the autonomous regions, and they for 
their part, must be prepared to negotiate reasonably 
and to practise self-restraint. Next to solely poli- 
tical measures, the long expected development of 
the regions outside Djawa will contribute tremen- 
dously, especially in this period, to reestablish 
trust, to overcome misunderstandings, and to re- 
build political stability. The road is difficult, but 
not impassable. 


